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NOTE. 

This pamphlet consists of part of the pages of a 
general work on Civic relations not yet published. 
This portion is hurried out in popular form because of 
the present agitation of the subject. 

In The Forum for April 1895 the author suggested 
the need of a book in some such form, and gave, by way 
of example, an introduction to the currency question. 
This was copied in several of the hard-money campaign 
publications of the next year, including at least one 
where it was calmly made a portion of the text, without 
even the acknowledgment of quotation-marks. 

These 'tokens of approval, however, encouraged the 
present author to consider, more than mere inclination 
prompted, several suggestions that he himself attempt ' 
the book which he had urged somebody else to write, 
but for which he had at the outset neither the knowl- 
edge nor the leisure; and he did have doubts, then 
candidly expressed, of success being possible to any 
writer. Dalliance with the suggestion, however, led 
him to filling his scant leisure with reading on the sub- 
ject, and in the course of years the volume of which 
this pamphlet is a part, has grown up. One of the 
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i V Note 

author's misgivings has been already justified — he, at 
least, cannot write the book for very young pupils which 
he originally proposed, and doubts if the subject admits 
any book worth giving to such pupils. Whether he 
has produced one worth the attention of older students 
is still among the doubtful problems with which he 
began. 

The principal treatment of the questions of taxation 
at issue in states and municipalities, begins with sec- 
tion 594, though much bearing on those questions is 
given in the earlier portion of this pamphlet. 

New York, February i6, 1901. 



BOOK III.— TAXATION. 
CHAPTER XXXL 

GENERAL CONSIDERATIONS. 

Teacher, What essential to both general functions 
of government — protecting rights and (with due caution) 
promoting convenience, still remains for us to con- 
sider ? 

Pupil, Raising the money to pay expenses. 

T, Are taxes the government's only means Oj. secur- 
ing money ? 

P, The only ones we have time to consider; but a 
little of its income comes (I) from sales — of public 
land for instance, or of monopolized products — like to- 
bacco in France and Italy (tho that is really a form 
of taxation); (II) from fines \ in barbarous times and 
places this is an important and much-abused source 
of revenue; (III) from fees of sundry officers, and 
(IV) from assessments laid on property for neighbor- 
ing improvements, such as streets, sewers, parks, etc. 
But these all amount to little compared with the 
revenue from taxation. 

T. As raising revenue is of course merely incidental 
to the main functions of government, are we to conclude 
therefore that it is less important than the others ? 
ftR4 I ».^e» -.4 P' By no means : it does more to make 

554i Interest ana - . •' ^ ^ , . 

Importance of the history than any other: questions of taxa- 
' tubject. tion have probably done more to cause 
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378 Book III, — Taxation. [§ 5 54 

civil wars and to overthrow empires, than all other 
agencies combined. A few instances among many, 
are the wars in England under the Stuarts, our war of 
separation from England, and the French revolution. 
That revolution overthrew the French monarchy, and 
bad taxation rotted out the Roman empire. Even to our 
own civil war of 1861-5 the question of ** protection " 
contributed not a little. 

T, And yet young people generally regard questions 
of taxation as dry and uninteresting. What's prob- 
ably the reason ? 

A Why they've never felt the shoe pinch themselves. 
They don't have to pay the taxes out of their pocket- 
money or allowances. Still less do they realize, if they 
are restricted in their amusements, or even in their 
food and clothes, that taxation has anything to do with 
it. 

T, Well, how has taxation an)^hing to do with it ? 

P. That's just what we're going to wade through 
many pages to explain : so I can't put it in a sentence. 

T, Well, isn't it plain enough that you can't spend in 
amusements, food and clothing, what you spend in taxes ? 

P. Yes, but it's not so plain, tho it's as true, that a 
very large part of what is spent in taxes, especially i^ 
the United States — more especially here than in Eng- 
land, France or Germany — might just as well be spent 
in amusements, food and clothing, and the government 
be all the better for it. 

T. Well, I hope that's paradoxical enough to arouse 
curiosity that may help us in our ** many pages." Now 
what makes taxation so important ? 

555. Everybody -^- Many men never have occasion for 

pays taxes. government's protection from violence or 

robbery, but substantially every man is taxed, whether 
he knows it or not. Taxation takes, on an average, 
one-twelfth of the earnings of each American citizen. 

T. What — ^if he owns no property to be taxed ? 

P, He's taxed if he eats sugar or wears wool : they 
are taxed, and he has to pay more for them on that ac- 
count. The same is true, directly or indirectly, of most 



§558] 



General Considerations, 



379 



other things that he uses — some authorities think of 
everything that he uses. 

T, We will look later into the question of how taxes 
are shifted from the man who first pays them, on to 
"others. Now how does the portion of the American 
income that goes in taxation compare with that in other 
countries ? 

556. Rates In differ- ^- The American pays about eight and 
ent countries. a half per cent, of his income in taxes; 
the Belgian a little over six; the Englishman about 
seven and three-quarters; but the Frenchman, with his 
big standing army, eleven; and the Italian lately, with 
his wasteful colonial fighting and domestic discords and 
scandals, fifteen or sixteen. 

T. Does it make much difference how the amount 
needed is collected — ^provided the expenses of collecting 
are the same ? 

557. jKlethods -^- Immense : especially as the way it is 
Influence rate collected largely determines whether the 
expenses will be the same. The difference in the sys- 
tems of taxation probably makes more than the differ- 
ences of rate against us as compared with Belgium and 
England: for with our ordinary small military expenses 
(omitting the pension scandal and the little vSpanish and 
Philippine flare-ups), and our colossal resources, a wise 
system of taxation ought to make our rate far the light- 
est in the world. 

T, Aside from the system affecting the rate, can it 
affect general well-being in any other way ? 

558. and morality, ^- Almost without limit. A bad tax 
prosperity, peace, System is a powerful foe of popular mo- 
stable government, rality— some people think the most power- 
ana even health and ^ - -^ ^_ ^ n j - m • . 

life, ful. You can tax flood or pestilence into 

a community, or you can tax them away. You can tax 
an industry out of existence and throw the workmen 
into idleness and want. On the other hand, you can, 
in a sense, tax an industry into existence — ^by taxing a 
competing industry out. 

T, How taxes can produce revolution, rot empires, 
and affect industries is perhaps fairly plain, but that 
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seems very remarkable about flood and pestilence: can 
you prove it ? 

P, There was once a tax on quinine that limited its 
use by the poor; and the high tariff has kept out Cana- 
dian lumber to a degree that is stripping woods from 
many places where they are needed to prevent the snow 
from melting too fast in Spring, and flooding the rivers. 
Raising the revenue from improper sources has brought 
these evils upon us, and raising it from proper sources 
would tax the evils away. 

T, How can taxation affect morality ? 

P. By tempting people into dishonest and even vio- 
lent practices to avoid it. 

7*. But isn't that simply an objection to all taxation ? 

P. No : as we shall see, some forms of taxation tempt 
to dishonesty much more than others. Adam Smith 
says that bad tax-laws ** tempt persons to violate [them] 
who are frequently incapable of violating those of nat- 
ural justice, and who would have been in every respect 
excellent citizens, had not those laws made that a crime 
which Nature never meant to be so." 

T. Do taxes affect the movement of Capital and 
Ability ? 
--„ . . P. Yes : if you happen to be a socialist 

559. and movements X^ ^^ t* ^ ^i 

of Capital and or a communist or populist, or any other 
^^''''^y* sort of an ** ist " opposed to accumulations 

of Capital or the leadership of Ability, you can (if you 
have your own way) tax them away from any com- 
munity. 

T. Suppose you are so little of that sort of a ** friend 
of humanity " that you think Capital and Ability good 
things to have around ? 

P. Then you can attract them to your state by tax- 
laws wiser than those of other states. 

T. Do you mean that laws which attract Capital and 
Ability are necessarily wise ? 

P. To attract them permanently, laws must be wise : 
for the attempt to attract them by unwisely favoring 
them at the expense of the poor and stupid, will be cer- 
tain, in the long run, under free institutions, to awaken 
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reactions, like those in the granger states in the last 
decade of the nineteenth century, which drove Capital 
and leadership away, and left people starving for lack 
of them. 

560. Taxation and ^- Of course the money for government 
civilization. expenses has always come ont of the 
people ? 

P, By no manner of means: the primitive idea was 
generally to get as much as possible out of the stranger, 
and that idea is not quite dead yet. 

T. Explain, please. 

P, The great nations of antiquity paid a considerable 
share of their expenses from plundered provinces; Arab 
tribes from time immemorial have levied tribute on 
caravans; the robber barons of Germany taxed the trav- 
eler; even down to Spain and Cuba, not to speak of the 
United States, Porto Rico and the Philippines, nations 
have milked their colonies; and one of the arguments 
of high-tariflE advocates to-day (tho a disputed one), is 
that the stranger pays the tax. 

T, Well, when tax-money can't be got from the stran- 
ger, but must come out of the people, what is the best 
method of raising it ? 

P, Like all other questions of government, that de- 
pends upon the character of the people. 

71 The most intelligent knowledge comes from com- 
parison; what is the best way with a primitive people ? 

561. Opposite ^' 111 places like early Russia or Tur- 
methods Illustrated, key, an approved way has been simply to 
tell each man his share, being sure to make it big 
enough, then to get two or three prominent delinquent 
taxpayers, jab a sharp pole upward through the body 
of each, and plant them in a row where every one 
would be sure to see them. Such an evidence of the 
promptness and thoroughness of the government in- 
spires a confidence among the people that brings in the 
taxes with great success. 

T, That seems a very simple way. Why wouldn't 
it be a good one in America ? 
P. It really would be less painful in the long run 
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than some of the present ways, but the people fail to 
realize that fact, and would be apt to embarrass the col- 
lectors. 

T, What is the national government's present way ? 

F. The settled way, up to the war with Spain, and 
the way that probably we will return to as soon as the 
war is paid for, was at just the opposite extreme from 
the Turkish. Instead of impressing the matter unpleas- 
antly on the people's attention, it was to try to collect 
the taxes without people generally knowing an)rthing 
about it — ^to make taxation 

'^ Like the bat of Indian brakes 
Whose pinions fan the wound it makes." 

T. Isn't there good authority for that plan ? 

F. Yes, the great Colbert said that the true way was 
so to tax as to pluck the most feathers with the least 
squealing. 

T. What names are given to the system which at- 
tempts to tell each citizen clearly just what he is to pay, 
and to the system which tries to get it out of him with- 
out his knowing it ? 

562. Direct and in- P- Direct and Indirect. 
<*irect. T. What are direct taxes ? 

F, Those which are paid in the first instance by the 
person getting the benefit of the thing taxed — ^such as 
those on real estate, accumulated property, income, in- 
heritances and business transactions, including some 
of the stamp-taxes. 

T, What are indirect taxes ? 

F. Those paid on property which the payer does not 
ordinarily expect to use, but to sell, and whose taxes 
he is expected to add in the price to the consumer. 
These also include many stamp-taxes. 

T. Has the person on whom a direct tax is laid, any 
choice about pajdng it ? 

F, No : he must pay or be sold out. 

T. Now how about indirect taxes in this regard ? 

F. There's less compulsion about them. The con- 
sumer of the articles taxed, who generally has to pay the 
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indirect taxes in the price of the articles, can do with- 
out the articles if he sees fit, and substitute something 
not taxed, unless everything he must have is taxed. But 
even then, he can do without taxed luxuries, if he sees 
fit. 

7*. Does every tax fall definitely into one of these 
categories and not into the other ? 

P. No more definitely than things generally fall into 
any classes that human ingenuity tries to put them into. 
In fact, so little can a legislator foretell whether some 
taxes are going to prove direct or indirect, that some 
writers, especially on the continent of Europe, make 
different definitions, and some there and here even pro- 
pose that the terms shall be abandoned. 

T, Well, we haven't time to go into that; we may 
as well stick to the definition we have started on, and 
try to understand its weak points as well as its strong 
ones. To illustrate: a man lives in a large house, is 
the tax he pays on it direct or indirect ? 

P, Direct, of course. 

T, Suppose he takes boarders, of course he has to 
charge part of his tax to them, is it then direct or in- 
direct ? 

P. The part paid through him by the boarders is in- 
direct. 

T, He rents his whole house to somebody else. Of 
course he has to get interest, and taxes besides. Is the 
tax then direct or indirect ? 

P, It seems to have become entirely indirect. 

T, So it has, if his tenant really pays it, as in effect 
he probably does, tho there is a little doubt on that 
subject, which we will touch on later. Now a man im- 
ports a thousand cigars, expecting to charge to cus- 
tomers the duty imposed by the tariff; is the tax direct 
or indirect ? 

P, Plainly indirect. 

T, A traveler brings a thousand cigars which he ex- 
pects to smoke and give to his friends; is the duty he 
pays direct or indirect ? 

P. Direct, of course. 
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T. A man distils a barrel of whiskey and pays the 
excise tax, which he charges to his customer; is the tax 
direct or indirect ? 

P. Indirect. 

T, He concludes not to sell the barrel, but puts it in 
his own cellar; was the tax direct or indirect ? 

P, Direct, of course. 

T, A druggist puts an eighth-of-a-cent stamp on a 
bottle of medicine, is the tax direct or indirect ? 

P, Indirect, if he charges his customer, but as he 
can't well charge an eighth of a cent, the tax is prob- 
ably direct. 

T, He puts a two-cent stamp on a bank check. Direct 
or indirect ? 

P, Direct. 

563. Shifting of ^- Well, we have at least seen that 

**x«S' sometimes a tax that seems direct can be 

shifted on to somebody else. Now how do we determine 
whether a tax is going to be paid by the person on 
whom it is first laid, or passed on to somebody else ? 

P, In the same way (and with perhaps about the 
same certainty, in the present state of our knowledge) 
that we foretell storms — by studying the subject. It's 
simply a question of motion and friction. M. Thiers 
likened the diffusion of taxation to the diffusion of light, 
but he forgot that light is not subject to friction. The 
motion of taxation is : for tho the first man will pass it 
on if he can, the later men will prevent him if they can. 
Sometimes one side will win, and sometimes the other. 
Sometimes the payment will be shared more or less 
along the line: for instance, the drug manufacturers 
didn't pay the stamps for the Spanish- war tax upon such 
patent medicines as were in the dealers' hands when 
the tax was imposed: the dealers put them on, and 
sometimes charged them to their customers and some- 
times did not. 

T, Generally speaking, when will the person on 
whom a tax is first laid, be apt to pay it rather than 

shift it ? 
P. It's really a question of whether it's going to cost 



1 564] General Considerations. 385 

the producer or the middlemen more than the tax is 
worth, to make the consumer pay it. There is the nat- 
ural tendency for the man who first pays it, to shove it 
on to the next man, and so on to the consumer; but gen- ' 
erally the producer, or even the dealer, will pay the 
tax rather than advance price so as to curtail his market 
to a degree that will more than oflEset the tax. This is 
especially the case where, as in patent medicines, for 
instance, there is a usual retail price. 

T. Isn't there a broader distinction still as to which 
indirect taxes will be shifted ? 

P, Well, those that consumers are most apt to pay, 
are of course, other things even, those most apt to be 
shifted. 

T. And which are consumers most apt to pay ? 

P, Those on things which everybody must have, 
like matches; and those on things which the rich will 
have, like champagne. 

T, When the consumer pays the tax, does it ever 
cost him anything besides ? 

P, Sometimes it operates like scamped work (174) 
or cheap money (405) or idle prisoners (515) : when the 
retailer really collects the tax from the consumer, and 
passes it back, as it were, through the wholesaler to the 
manufacturer or importer (who has already paid to the 
government), all those people naturally try to get a profit 
for handling it, but competition often prevents them. 

T, Why doesn't competition lead them to pay the 
tax itself, instead of throwing it upon the consumer ? 

P. Sometimes it does, but generally before the tax 
was imposed, competition has brought the less able 
producers' profits as low as they are apt to remain: 
so they contain no margin to pay a tax. Yet even then, 
the able producers with large margins of profit, may 
sometimes pay the tax, which will of course drive the 
less able producers, who can't pay it, out of business. 
564ra>. Needoffree T, Ought everybody to be free to com- 
competiHon. pg^g -jryy paying a tax if he wants to, rather 

than shift it to his customer ? 

P. Certainly, it's virtually part of the fact that all 
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should be able to compete in prices, both for their own 
sake and the public's. 

T, What very important principle of taxation springs 
from this fact ? 

F. That all competitors should be taxed alike. For 
instance, as linen and cotton compete, it's unfair to tax 
linen uiiless you tax cotton, or cotton unless you tax 
linen; so it's unfair to tax serges unless you tax chev- 
iots, goatskins unless you tax calfskins; horses unless 
mules, railroads unless steamboats, rye unless oats, 
<ind so on through all competing things. 

T. But is it possible to do this fairly ? 

P. No: each thing is competed with by too many 
others — ^more than a tax-law can follow: therefore tax- 
ation should be, as far as practicable, restricted to the 
things least subject to competition, like real estate and 
franchises. 

T. Is it desirable that taxes should distribute them- 
selves throughout the community ? 

P, That seems generally taken for granted, and it has 
also been declared that they will be so distributed, until 
they are finally paid by the consumer. But it has also 
been declared that they will all finally find their way 
back to the land, because everything has its origin there. 
In fact, pretty much every conceivable shifting has been 
declared and denied. The truth is that the subject is so 
enormously complicated that we don't really yet know 
much about it. There is a widespread feeling, how- 
ever, that a given amount of taxes, like a bump or a 
blow, does less harm the more widely (and therefore 
thinly) a given amount of concussion can be spread; 
and, as we shall see, it is certain that almost any tax 
is spread more widely than at first appears. 
5fi5r6>. Prices T' ^^^ ^^^ ^*® ^ S^od general proof of 

hlgheai uffiere taxes thiS ? 

are highest p q^j^^^ \}cA.n%^ even, in any given civ- 

ilized nation the prices of commodities are generally 
highest where taxes are highest — ^higher in small cities 
than in the country, and in large cities than in small ones : 
these higher prices of commodities represent the cost of 
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the streets, lights, etc., which make the commodities 
easy of access (and therefore justify keeping a large 
variety) and, alas, they also represent the cost of the 
political corruption which gathers around municipal 
work. 

71 What melancholy proof of this last point must 
Americans own up to ? 

P, New York is probably the most expensive city in 
the world, and our other cities, in proportion to theii 
sizes, generally follow pretty close on its heels. 
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CHAPTER XXXIL 

INDIRECT TAXES. 

Teacher. Now to come to the details of the taxes 
levied by our benevolent national government in the 
manner of our amiable friend the vampire. What are 
the principal ones ? 

--C - , PiipiL Taxes on articles manufactured 

here, which are called exase; and taxes 
on imported commodities, called duties, the whole list 
of duties being called the tariff. 

T, Can you tell me what makes Scotch whiskey smell 
of smoke ? 

P, Long ago the British government put a heavy ex- 
cise tax on the manufacture f owhiskey, and so it sold for 
a very high price. This led many people into making 
it secretly so as to get the high price without paying 
the excise. Many of these secret stills were in the moun- 
tains of Scotland, and Ireland too, and to prevent the 
smoke from betraying them to the excise officers, it had 
to be shut in and condensed on the premises, and some 
of it used to get into the whiskey. 

T, But smoky whiskey is made by well-known distil- 
lers now. Why is that ? 

P, Some people got to like it, and it was found that 
creosote, which is a name for condensed smoke, has 
some good medicinal qualities. 

T, Did we ever have any secret mountain stills in 
our country ? 

P, Yes: since the civil- war tax was put on whiskey, 
there have been some in the mountains of Virginia, 

[388] 
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North Carolina and Tennessee. There are some even 
now, and even in New York city now. 

T, Why should government think it worth while to 
collect taxes on such little stills as could be hid in the 
mountains ? 

- P. Because if they did not, such stills would be sure 
to increase in size and in numbers, and sell at low prices, 
so as to make it impossible for the lowland stills, which 
pay the taxes, to continue doing so. 

T. But has it not been more troublesome to collect 
taxes from the little stills than from the big ones ? 

P. Yes, not only to find the little stills, but to collect 
the taxes. The distillers have often murdered the ex- 
cisemen. 

T. Now in such cases, might it not be fairer to sup- 
pose that if the lawless people were not resisting the 
tax-gatherer, they would be trying to make money in 
some other way just as bad ? 

P. Certainly. But nevertheless if taxes were ar- 
ranged so that people could not make money by evading 
them, there would be one less temptation to evil-doing. 

T, Are excises laid on the liquor traffic alone ? 

P, By no means. They are generally laid on tobacco 
the world over. During our civil war they were laid 
on almost all kinds of production, and even during the 
Spanish war they were restored on many drugs, per- 
fume and chewing-gum. 

T, Is there any other objection to excises besides 
the promotion of lawlessness ? 

P, They are burdensome on industry and commerce. 
For that reason they were taken off from nearly every- 
thing but liquors and tobacco as soon as possible after 
the civil war. Moreover, they are constantly tempt- 
ing manufacturers to misrepresent to the tax-collector 
the value of the goods they handle, and evade the taxes, 
at the expense of those honest enough to pay them. 

T. Would you conclude, then, from the objection to 
these taxes, that such taxes ought never to be levied ? 
Isn't there likely to be some good in methods that have 
been used so often ? 
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P, It is the amount of the tax that leads to the mis- 
representation, smuggling and outlawry. When such 
taxes are not large enough to make it very profitable to 
evade them, they are harmless in those respects. 

T, Is it possible to turn taxation into an instrument 
of good ? 

567 (ah Taxes may ^' ^^^' exciscs have their good side so 
limit dangerous far as they keep the liquor traffic within 
pursuits. bounds, and tariffs so far as they prevent 
illegitimate foreign competition. 

T. Have excises on the liquor traffic done more good 
in keeping the trade within bounds than they have done 
harm in leading to illicit distilling ? 

jP. Probably a great deal more. The trouble in hand- 
ling liquor traffic has only come from going to extremes 
and disregarding the facts of human nature. When the 
excise on manufacturing has been reasonable, it has 
been collected without trouble — ^that, in fact, is the test 
of its being reasonable ; and on saloons it has also been 
possible to collect license taxes high enough to limit the 
number, and prevent temptation being offered to the 
weak at every turn. 

T. Are there any taxes besides those on distilling 
that have seemed to lead to outlawry and murders ? 

568 Duties '^' ^^^' ^^^^^^ have made smugglers, 

many of whom were ready for any crime; 
and where, as is often the case, the boundaries between 
countries have been mountains, it has been easy for the 
smugglers to live there and hide, and they have grown 
very wild and lawless, and besides «^muggling, have 
often run illicit stills. 

T, Have duties done any good to offset this evil ? 
569 ra;. Encourage P- A great deal: by increasing the ex- 
home production, pensc of foreign goods, they enable the 
domestic producer to compete with them more suc- 
cessfully. 

T. That's all very well for the producer, but how 
about the consumer ? Hasn't he a right to buy in the 
cheapest market ? 

P. The home market, when its manufactures are 
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fairly established, is naturally the cheapest for all goods 
adapted to the climate and resources of a country. 

T, Well then, what's the use of a tariff on goods. that 
can be produced cheaper at home ? 

P, In new countries, and sometimes in the new in- 
dustries of old countries, it is often of the very greatest 
use. When, under either of these circumstances, an 
enterpriser is trying to establish an industry that already 
exists in another country, the foreigner, for the sake of 
keeping his monopoly, is very apt to sell even below 
what his goods cost him, just as we saw, when we were 
considering competition and trusts, that people often 
do (260). Then when he has prevented the success of 
the new industry, of course he can get fair prices, and 
is apt to get unfair ones. 

T, But when the foreigner makes prices unfair, can't 
the home producer compete with him ? 

P. The home producer won't want to, if he can keep 
the tariff high enough to shut out the foreign goods, 
or make the prices of them higher than his own. 

T. Is there often any other consideration besides 
the establishment of young industries, making a high, 
tariff desirable ? 

570(b). Tariff wars. ^^ X^^' there is another case where a 

nation is sometimes put to it as a measure 
of self-defence — when another nation lays high tariff 
on some important production of the first nation, and 
seriously disturbs existing industry, especially when such 
a step is taken, as it too often is, from mere spite and 
desire to injure. 

T, Can you give a notable instance ? 

P. Some years ago the Italians levied a very high 
duty on French wines, which had previously enjoyed 
in Italy a large market, that of course suffered seri- 
ously. In the hope of forcing the Italians to open the 
market again, the French levied a corresponding duty 
on Italian silk ; this led to a retaliation on the other side, 
until it all amounted to a regular ** tariff war," with 
great suffering to both parties, and little good, if any, to 
either. 
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T, But couldn't the Italian wine-maker and the 
French silk-maker each get prices higher by just so 
much as the tariff limited foreign competition ? 

P, Yes, but each had to get the prices out of his own 
people: so the country could not be beneiSted; and 
moreover, the rise in prices limited the consumer's en- 
joyments. He is the one always neglected in artiiScial 
finance either in taxation or labor restriction (178-9). 

T. But do not the advocates of high tariffs claim that 
the foreigner pays the tax ? 

571 re;. ThBtor- ^' ^ ^® does, so far as he can afford 
signer aometimea it — ^iu cascs where (first) adding the tax 
pays the tax. would drive the imported goods from the 
market, and (second) where the producer could not 
make up for the loss by gains in other markets; then 
he might bear a portion of the tax by reducing prices. 
But that the foreigner does not generally pay it, seems 
proved by the facts under everybody's eyes — that the 
prices of protected goods are high, and that the con- 
sumer actually does pay those prices. And it is plain 
that there is no ** protection," unless it makes the im- 
ported goods high. 

T, Well, the contrary statement has nevertheless de- 
ceived a good many people ; and suppose that, after all, 
they are right ? 

A Suppose they are: how does it help France, to 
make Italy pay a lot of her taxes, if Italy makes France 
pay an equal lot of hers ? 

T, But suppose one country can get ahead of the other ? 

jP. Suppose it could ! So it might if it went in with 
an army and took the money. Either way would simply 
be a case of might making right. There's no more 
justification for the thing in morals than there is in 
common sense. 

T, But do you mean to say that it's never right or 
sensible for a nation to take a step which may lead to a 
tariff war ? 

572 (d) Earl ^' ^^» ^^ American can say that. When 
American ex^ri- wc Were a British colony, and after, the 
•"^ efforts of British manufacturers to keep 
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their monopolies here were merciless. Nobody here 
could begin making goods which the British competi- 
tors wotild not undersell at any loss. When the Revo- 
lution broke out, we were in the pitiful condition of 
being dependent on the enemy for nearly every manu- 
factured article that we could not make in our own 
households — ^including, of course, the articles most 
ne«3ed to carry on the war. 

T. What was done ? 

P. The war, of course, operated as a barrier to Eng- 
lish competition, and our people made heroic efforts to 
do without such manufactured goods as they could not 
make themselves. The makeshifts of that time must 
have had a great deal to do with the development of 
Yankee ingenuity. 

T, What was done after the war ? 
573 (B) from the ^' Hamilton, the first Secretary of the 
Reooluiion^totfie Treasury, realizing that the people must 
eivuwar. ^ slowly accustomed to taxation for 

national purposes, concealed his in a moderate tariflE /or 
revenue only. The English manufacturers, of course, 
tried to recover their monopolies. Our people were 
nearly all farmers, and naturally wanted their manufac- 
tured goods as cheap as possible; and cheap goods, for 
the moment, of course meant English goods. But dis- 
tance put English goods at some disadvantage, and in- 
evitably some manufactures began to develop here; it. 
was not until 181 6, however, that they became impor- 
tant enough to secure a protective tariff. Then a con- 
siderable one was put on which was increased in 1824. 
But by 1832 people (especially in the South, where 
there were no manufacturers) began to realize that our 
manufacturers had grown strong enough to take care of 
themselves, and were making undue profits at the ex- 
pense of men who were not manufacturers, by charging 
for domestic goods as high prices as the tariff made 
necessary for imported ones. Consequently, it was 
arranged that duties should gradually decrease until 
1842. But by that time the manufacturers had ral- 
lied enough support to the doctrine of protection, to 
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again increase the tariff, and it was kept moving up 
and down as one party or the other got control, tho it 
never got very high until money was needed to carry on 
the civil war. 

T, Will you detail the effects of the civil war upon the 
tariff ? 

574 (fh Since the -P- The tariff was made very high solely 
eiou war. for the Sake of revenue. But after the war 
was over, and people with sufficient intelligence began to 
think that they would again like cheap goods and more 
goods that could not well be produced here, they found 
that during the war, powerful manufacturing interests 
had grown up under the tariff, and now were ready to 
do anything to retain their profits. All idea of protect- 
ing only industries that needed it and could ultimately 
justify it, has been abandoned. There are fifteen hun- 
dred articles in the tariff, of which fourteen hundred 
jrield no revenue at all, but only enable American man- 
ufacturers to keep their prices at the tariff rate. Of the 
remaining hundred articles, only about twenty-five 
jrield revenue enough to be worth keeping on the list. 
The most frightful corruption ever known in our poli- 
tics has been the result. Congress has been largely 
made up of the manufacturers themselves and their 
agents, and it is generally believed that the Senate itself 
was bought by the sugar trust in '94. Each industry has 
struggled for all the ** protection ** it could get, and has 
agreed to vote protection to other industries on condi- 
tion of getting their votes in return. The high tariff 
made the revenues enormous, and then the manu- 
facturers* party, rather than reduce the tariff, recklessly 
threw the revenues away, partly in wasteful river and 
harbor improvements in localities where commerce did 
not justify it, but mainly in giving pensions to hosts of 
people who had no claim whatever, except that they 
could help keep the dominant party in power. 

T. What was the industrial effect of the civil-war 
tariff? 

575 <gh Industrial ^' '^^^ ^^^ ^®P* manufacturing within 
9ffw&' bounds, despite the war tariff; but when 
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peace and prosperity returned, and, even Tvith them, in- 
crease of the tariff, there was a wild rush into the 
protected industries. The country became glutted with 
manufactured goods that could not be sold. The great 
panic of '73 was. attributed to this over-production. 
Meanwhile, although some manufactured goods neces- 
sarily fell in price, many agricultural products — 
notably wheat, remained as high as ever. The pro- 
tectionists, suffering from overdoses of their stimulant, 
cried, like the victim of alcohol, for more of it. The 
orgy reached its height in 1890, when the McKinley 
bill made an increase in the tariff so far beyond any 
rhyme or reason that the people at last got their eyes 
open and, in the election of '92, swept the tariff party 
from power. 

T, But did that dispose of the matter ? 

576 (hh Both paruea P- By no meaus. The corruption then 
corrupted. began to attack the Democratic party, 
which had not even the excuse of professed principle, 
for continuing the enormities. That party, as soon as 
in power, prepared, in the Wilson bill, a new tariff 
bringing the duties somewhere nearer reason ; but three 
of the party's senators refused to vote for it unless it 
gave protection to the sugar trust ; other interests re- 
fused that protection unless they themselves were 
granted protection; and so the new party in power, 
although it lowered some of the duties, failed to 
give the reform which it was elected to give. 

T, Did the Republicans, on their restoration by the 
election of '96, restore the duties lowered by the Wil- 
son bill ? 

P, Not entirely: their experience with the McKinley 
bill kept them cautious. 

T. You have attributed the tariff abuses to the man- 
lifacturers. Is that fair ? 

577 (f). Tariffs tend P. Noi I used the term generally, be- 
to expand. cause they were the principal actors. 
But the fact is that a tariff on manufactures, no mat- 
ter how wise at its inception, not only stays after it be- 
comes harmful, but always spreads till it does become 
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harmful. Those not manufacturers rush in. Not only 
must the farmer's crops, and even his eggs, be ** pro- 
tected," but the pure bounty of Nature in forests and 
mines, must be, until, as already stated, artificial prices, 
which everybody using wood must pay, sweep off the 
forests and bring down the floods, while right across 
the Canadian border are endless forests that now answer 
no human need. 

T. Does a protective tariff raise the wages of the la- 
borer ? 

578 (I). Protection P- About as much as it does those of 
and wages. ^he hen when eggs are ** protected." 

The laborer's employer, like the hen's owner, alone 
gets the benefit. This is proved first by the facts abun- 
dantly cited already (134) : in the long run the laborer's 
wages depend on his Ability, not on juggling statutes. 
Moreover a protective tariff brings no new capital into 
the country, and the wages of labor of any given degree 
of Ability are determined mainly by the amount of capi- 
tal that enterprisers can use for wages, and the number 
of men among whom the wages are divided. 

T, But don't you contradict yourself ? First you say 
wages are determined by ability, and later you say that 
they are determined by amount of capital and number of 
laborers to share it. 

jP. I said number of laborers of any given degree 
of ability. The higher the ability, the larger the share 
of capital ready to pay them, and the fewer men to 
share it. 

T. But then doesn't protection bring capital out of 
other pursuits into the protected manufactures ? 

P. Yes, but it must also bring more laborers to divide 
it among, as the capital could not be used without labor. 
The tariff simply diverts money and labor from one 
pursuit to another. That indeed is one of the pro- 
fessed objects. The protectionist claims to improve on 
the distribution of labor indicated by blind and unaided 
Nature. 

T. But suppose the protected manufactures attracted 
foreign labor ? 
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P How can that increase American wages ? Attract- 
ing foreign labor is just what protectionists claim that 
they don't want to do, and of course insist that they 
don't do. They have even put on such prohibitions to 
keep it out, that the law has had to settle whether a 
foreign musician or even a foreign clergyman could land 
on our hospitable shores: we complain of inhospitable 
receptions by savages, and yet put Chinamen in jail for 
no crime but being among us. 

T, What has been the course of wages in countries 
levying protective tariffs ? 

A When countries have raised their tariffs, there has 
been no lasting advance of wages not reasonably attribu- 
table to other causes, and when countries have lowered 
their tariffs, there has been no lasting decline of wages 
not attributable to other causes. The recent spurt of 
protectionism in France, Germany and Italy has made 
no sudden rise in the wages of mechanics; and under 
virtual free trade, English mechanics have had their 
proportion, and probably more, of the advance in wages 
general during the last half-century. 
579 rAj. Mumbera T, But assume for a moment that pro- 
eoneerned. tcctiou does benefit all engaged in the pro- 

tected industries, and that it does not do so at the ex- 
pense of the community; can you tell me how large a 
portion of the population of the United States was en- 
gaged in protected industry under the census of 1890 ? 

P. Only about four per cent.* These are all of the 
people at work in the United States who are directly 
affected by the tariff at all, while the remaining ninety- 
six per cent, of the people are paying prices enhanced 

* There were about 23,000,000 engaged in gainful occupations. 
Of these about 18,000,000 were included in agriculture, fisheries, 
mining, professional and personal service, trade and transporta- 
tion. Of the remaining 5,000,000, about 1,000,000, were black- 
smiths, butchers, builders, and heavy lumber workers, and of the 
remaining 3,500,000, less than one-third were in pursuits really 
open to foreign competition. True, there are tariff rates on most 
articles produced by the farmer, fisherman and miner, but as they 
generally cost more to produce elsewhere than here, there is vir- 
tually no foreign competition to ** protect" him from. 
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by the tariff on the immense product turned out through 
machinery by the four per cent. 

T. You say ** the remaining ninety-six per cent.*' 
Does that tell the whole story ? 

P. No: the four per cent, themselves have to pay en- 
hanced prices for all the protected goods except their 
own single line. 

T. Are the wages of the four per cent, any higher, 
other things even, than the wages of the ninety-six per 
cent. ? 

P, No. 

71 Then what becomes of the profits resulting from 
the manufacturer being able to get tariff prices ? 

P, They go partly into the pockets of the enterprisers, 
and are partly wasted in the depreciated prices of man- 
ufactured goods that come with the occasional gluts 
which high tariffs always cause. 

580 (I) eiuts, ■^' ^^^^ ^s ^ ^^^^ ? 

jP. An excess of production beyond what 

people can consume, or beyond what they have other 

productions to exchange for (575). 

T. What gluts an industry ? 

P. Nothing oftener than duties so high as to shut out 
foreign competition, and so tempt too many people into 
producing a certain thing, and thus drawing people away 
from making the things that would exchange for it. 

71 But do people exchange things with each other ? 
Don't they sell and buy for money ? 

P. As we saw when we discussed money, money is 
but a means of making the exchanges quicker and easier. 
Nobody sells anything for money because the money 
itself is of any use to him : he only wants it to pay for 
other things with. It is aptly called a " medium of ex- 
change " — in the middle between the thing parted with 
and the thing acquired. 

T. But to go 'back : mustn't people get glutted goods 
cheaper than goods of which there are not too many ? 

P. Yes, they get them cheaper after they have paid 
more than the difference at times when there were no 
gluts, in prices enhanced by taxes. 
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T. Why do you say more than the difference ? 

P, Because besides what they get back in low-priced 
goods, they have to pay the enterpriser's profits when 
he makes any profit — and he makes profits large and 
often, or he would not be standing the loss from occa- 
sional gluts, or making his enormous payments to 
the campaign funds of the party which keeps up the 
protective system. The consumers have to pay these 
campaign expenses in the long run, and have to pay 
duties on such foreign goods as the protective system 
leaves room for them to buy, with the expenses of col- 
lecting those duties, and probably in some instances 
with profits on those duties, and threefold profits at 
that — to the importer, the jobber and the retailer. We 
have seen how these attempts to make money by jug- 
glery succeed, in scamped work (174) and poor money 
(405) and idle prisoners (515) and indirect taxes gener- 
ally (563). 

581 (m). Effect on T, What is the influence of a protective 
tru8t8, tariff on trusts ? 

F, Very bad for the public interest. It deprives 
the public of the benefit of competition between the 
foreigner and the trust. So if the trust covers the 
whole home production of a ** protected" article, people's 
only control over its prices will be in doing without its 
products. 

T, Well, what seems to be the conclusion of all this 
in regard to raising taxation by tariff duties ? 

582 (n). ConciuBiona P- That in youug countries it may be 
on protection, salutary; that as a measure of self-defence 
or even of industrial war, it may at times appear neces- 
sary, just as any other war sometimes may be ; but that 
in a mature country at peace, it is most pernicious and 
corrupt. 

T. Why does our national government prefer so bad 
a method ? 

^3 (0), Causes of -P- Largely as a matter of course, from 
American system, historic habit, as already indicated (573), 
but especially for two reasons : (I) because, as the national 
government has charge of all our relations with other 
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nations, and consistently with that, the Constitution 
prohibits the separate states from lev5dng duties on 
imports or exports. This of course leaves that i&eld 
of taxation specially open to the national government., 
And (ID the Constitution (Art. I., Sec. II.) provides 
that ** all direct taxes shall be apportioned among the 
several states according to their respective numters." 
Now the value of property is not at all '* according 
to their respective numbers " : there are rich states 
and poor states having about the same population. Now 
suppose two states equal in population, but one five 
times as rich as the other: then if government wanted 
to collect the same amount of direct tax from one as 
from the other, each man in the poor state would have 
to pay five per cent, of his property where each man in 
the rich state paid one per cent, of his. This makes it 
virtually impossible for the national government, un- 
der the Constitution, to impose some of the direct taxes 
so that people will submit to them or ought to submit 
to them; and therefore it is driven to the indirect. 

T, Well, are the indirect really more just ? 

jP. Only so far, of course, as they are put on things 
that a man can comfortably do without if he pleases. 

T, But it could get in better taxes somehow. If 
the present system hurts us so much, why do we cling 
to it ? People can't be hurt without knowing it, can 
they? 

P, Certainly: even in battle, it often takes a long 
time for a man to know that he's hit, and we see evi- 
dences every day that a man's fortune can be pretty 
seriously crippled before he knows an5^hing about it. 

T, But who is to know if he doesn't ? Wio but those 
who pay the taxes can feel that our national system is 
wrong ? 

584 ri»;. Expert ^- Oddly enough, the feeling is strong. 

opinion on American est among a body of men who pay a very 
method, modest share of the taxes, who are not 

rich, but whose opinion, nevertheless, is the only 
opinion worth attention — namely: substantially the 
whole body of trained students of the subject. 
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T. But do you mean to say that their opinion is less 
valuable than if they paid a heavier share of taxes ? 

F, On the contrary : taxes, especially indirect taxes, 
come proportionally hardest on people of moderate for- 
tune, as we shall see more fully later, and they are quite 
apt to know best where the shoe pinches. 

T. But hasn't the government already imposed some 
direct taxes? 

jP, Yes, such of the stamp-taxes as are direct, and the 
income-tax during the civil war, when people were 
ready to submit to almost anything to save the Union; 
but when the same thing was tried in 1894, the Supreme 
Court decided that it was a direct tax, not " apportioned 
among the several states according to their respective 
numbers." 

71 Has it been found desirable to insure 
585. Stamp-taxes. ^^^ payment of duties and excises by any- 
thing farther than the usual precautions in collecting 
the taxes ? 

F. Yes: to many things — especially packages of to- 
bacco and cigars, kegs of beer, bottles of wine and 
spirits, and packages of patent medicines, all of which 
are favorite subjects of duty and excise, it has been 
found well to affix stamps showing that the tax has 
been paid. Unstamped goods offered for sale can then 
be seized. 

71 Does an)^hing pay both tariff and excise ? 
jP. Yes, each box of imported cigars now bears a 
duty stamp and an excise stamp, and each bottle of im- 
ported wine or spirits, after paying duty, bears an ex- 
cise stamp also. 

T. As already said, some of the stamp-taxes are 
direct, and we are now discussing only indirect taxes, 
but there's not much to be said about stamp-taxes any- 
how, and we may as well have done with them here. 
Have they been carried any farther than as mere vouch- 
ers for indirect taxes on merchandise, where the buyer 
of the goods often pays for them ? 

F. Yes: government sells stamps which have to be 
put on legal instruments and commercial papers, such as 
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deeds, notes of hand, bank checks, telegrams, passenger- 
tickets, etc. This has been done in America for the 
civil-war tax and the Spanish- war tax, and in most Eu- 
ropean countries as a permanent thing — ^mainly for ar- 
mies in expectancy of war. 

T. Are those stamp-taxes direct or indirect ? 

586 (a). Both direct P* That depends upon where the stamps 
andindireot. ^re put. On checks and documents, 
usually they are direct, tho the telegraph and ex- 
press companies have sometimes succeeded in shifting 
them to their customers. 

T. Now in this sense is a stamp-tax (outside of being 
a voucher for excise) generally considered a good one ? 

P. Americans think that depends somewhat on who 
imposes it — as do all taxes, for that matter. It was per- 
haps the chief cause of their separating from Great 
Britain, but when they have imposed it themselves dur- 
ing war, they have paid it cheerfully. 

T. But please answer my question. Is it a good sort 
of tax ? 

jP. Yes, pretty good, in so far as it's pretty sure to be 
paid by most of those fairly subject to it, and very sure 
not to bs paid by those who are not ; but it pelds com- 
paratively little, is a daily bother to business men, and, 
of course, is somewhat in restraint of trade, and for that 

587 rw Often Teasou cannot well be pushed to a very 
merely a petty large amount. So (carefully remembering 
nuiaanoe. ^j^^^ ^^ ^^^ ^^^ ^^^ Considering stamps 

on peculiar merchandise, and on stock transactions, both 
of which directly trouble but comparatively few people, 
and the latter of which contain a large element of 
gambling) a stamp-tax is generally a pestiferous little 
nuisance,* which those who pay enough of it to be 
entitled to be heard, would rather pay double, in a lump 
sum, for the sake of getting rid of it. 

* Mr. Dingley expected his new internal-revenue system, de- 
vised for the Spanish, war, to yield ahout $210,000,000 annually. 
Of this, he expected only $15,000,000 to come from stamps on 
checks, telegrams and express receipts, which are bothering 
people at every turn. 
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T, Is it then to be regarded as one of the taxes worth 
very serious discussion ? 

P, No, except as petty nuisances are worth serious 
discussion. It is not to be compared in importance 
with the other taxes we have considered, and are to 
consider — especially for a rich and peaceful nation not 
obliged to exploit every possible source of revenue. 
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CHAPTER XXXIII. 

INDIRECT TAXES — CONTINUED. 

General Conclusions, 

Teacher. Well, to leave that pleasant picture and 
return to our muttons: are indirect taxes, as a rule, 
economical to collect ? 

PupiL As now administered in the United States, 
they are generally much more expensive than the direct. 

588. Expensive to ^- Are they expensive to pay ? 

pay and to collect. />, Yes: as intermediate profits some- 
times follow indirect taxes (563, 580), they are apt to 
be more expensive to pay, as well as to collect, than 
taxes which can be paid direct. 

T. Which are cheaper to collect, duties or excises ? 

P, As the United States taxes have been laid in re- 
cent years, collection of the excises costs about half as 
large a percentage of them as collection of the duties. 

T, Which have 3rielded more ? 

P, With the exception of one or two years, the ex- 
cises: so the excise seems to be more than twice as 
good a tax as the tariff. 

T, Are indirect taxes gauged in proportion to people's 
ability to pay ? 

589. Hard on the ■^- Quite the contrary : indirect taxes, 
poor. as generally administered, fall unduly upon 
the poor, and do vastly more than all the injustices in 
distributing the product of labor, to make ** the rich richer 
and the poor poorer." 

[404] 
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T, Why? 

P. Because to get enough out of them to make them 
worth while, a large portion of them must be placed on 
the necessities in universal use. These absorb all a 
poor man's income, while most of a rich man's income 
goes in luxuries, and it's no privation for him to pay 
taxes on them; and moreover, the portion of his income 
which he does not spend, indirect taxes cannot touch at 
all. This is an argument (as we shall see more clearly 
later (604) ) for taxing all incomes that provide more 
than necessities. 

jT. But aren't taxes generally made very heavy on the 
rich man's luxuries ? 

P. Yes, and if you have indirect taxes at all, they 
ought to be. But he has his choice whether to indulge 
in those luxuries or not, while the poor man has no 
choice whether he will use taxed necessities or not. 

jT. But there is no excise on most things produced 
at home; can't he get along with those ? 

P. Not entirely; and if he could, there is a tariff on 
nearly all the corresponding foreign productions — on 
drugs and sugar and woolens, for instance — for the 
avowed purpose of enabling the American producer to 
charge that much more: so the poor man has to pay 
higher prices to the American manufacturer, in many 
cases where he does not pay the American government. 

T, Indirect taxes, then, as you said, are hard on the 
poor compared with the rich. Now is there any other 
social division apt to result from the indirect system ? 
590. Stimulate cor- ■^- Yes, indirect taxes set off a portion 
rupt legislation. of the community with interests against 
the community as a whole: for they give manufacturers 
powerful inducements to influence legislation for their 
own benefit at the expense of the rest of the com- 
munity.* 

* Speaking on this subject in the House of Lords in i860, the 
Earl of Derby said that **by making the whole revenue of the 
United Kingdom depend upon direct taxation the pressure would 
be so odious that wars would be avoided, because no party would 
incur the odium of carrying them on." (Wells.) 
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jT. What peculiar advantage have such interested 
parties in resisting reform ? 

P, The cry of ** vested interests." When factories 
have grown up under a system of tariff and excise, even 
when changed circumstances make the system bad, the 
attempt to change it is naturally met by the cry that 
legislation ought to respect ** vested interests." 

T. Well, oughtn't it ? 

P, Yes, to a reasonable degree, especially in taxation. 
Some writers go so far as to say that a bad system is 
apt to be better than a good change. As changes upset 
industry so, it's important to make them only so wisely 
that they will stand. 

T, Do those directly interested in the tariff, go on 
this principle ? 

P, On the contrary, they are constantly changing it 
on speculation. Since 1862, the tariff has been changed 
some twenty-five times, all but once at the instance of 
some of the protectionists who had ** little games" of 
their own to play. 

T. How does indirect taxation affect the citizen's in- 
terest in good government ? 

59t.Failtostlmu. ^ ^'^^^'^ ^^ ^^^ ^^^1^^^^ ^^^^^t ^^^W 

late Interest In what he IS paying to the government, or 
government. whether it is more or less this year than 

last. He has no plain direct experience, in his own 
person, of economy or extravagance in government, 
and therefore has only a hearsay interest in working for 
honest and competent government. When, as in New 
York City, only one man in twenty-five pays any direct 
taxes, it's no wonder that the government is extrava- 
gant.* 

* In England, the treasury gets but five-sevenths of what con- 
sumers pay. Some good authorities put it as low as three-fifths. 
In Prussia it costs four per cent, to collect direct taxes, and twelve 
per cent, for indirect. The Frenchman pays not only the tax, but 
one-fifth of the cost of his goods is wasted on collection expenses 
and intermediate profits. But to find the extreme of this waste, 
we must come to the United States. In 1846 the Secretary of the 
Treasury estimated that the government got $27,000,000 from 
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592. Why they are ^- Why, in Spite of all these objections 
popu'ar- to indirect taxes, are they popular with 

many people ? 

P. Because of the reason that we have most govern- 
mental institutions — the weaknesses of human nature. 

T, Do you mean that most men prefer indirect taxes ? 

P. Most men don't know anything about them, but 
pay them without even knowing that they are papng 
taxes. 

jT. Where do men pay most of their taxes — at the gov- 
ernment offices ? 

P. By no manner of means: they pay the indirect 
ones at places which they object less to going to — the 
grocer's and, too often, the bar-room. That's the rea- 
son they prefer indirect ones. 

T. But suppose wise statesmen were to take pity on 
these poor ignorant creatures and give them the cheaper 
direct taxes, instead ? 

P, The poor ignorant creatures would reciprocate by 
turning the wise statesmen out of office. There is not 
a community in the world with sense enough to pay all 
of its taxes directly. Colbert (561) realized that where 
taxation is concerned, men are generally geese, and wise 
statesmen treat them as such. 

jT. Well, all this sounds as if the ways of collecting 
taxes, utterly irrespective of their amount, might make 
a great difference in the contentment and happiness of 

duties, while the people paid $44,000,000 in increased prices of the 
articles taxed. In '67-8, a leading authority in the New York 
Constitutional Convention, expressed the opinion that the con- 
sumers paid the dealers and manufacturers at least half as much 
again as the amount of the tax. About 1883, Mr. Springer stated 
iii Congress, as the result of a careful examination, that during the 
twenty years preceding, the people of the United States had paid 
in consequence of indirect taxes, but over and above the taxes 
themselves, more than eleven billions of dollars, of which the gov- 
ernment had not received a dollar. 

As one instance showing how much manufacturers have profited 
by systems of indirect taxation, in 1883 the match-manufacturers 
objected to the removal of a tax of one cent per package, and 
when the tax was removed in spite of them, the price fell a cent 
and a half a package. (Condensed from Wells.) 
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the people. Now is it difficult to collect them in the 
ways that will really hurt least in the long run ? 

P. Yes, especially as taxing is a sort of surgical op- 
eration anyhow, and the way that really costs the patient 
least, may be the most painful for the moment. 

T, How about taxes paid in instalments, or in lump 
sums ? 

P. The indirect tax is of that kind, but, as I have 
already said, it is the most expensive, tho the one the 
vast majority of people most willingly pay. A few 
cents a pound when one buys tea and coffee, or a little 
increase in the cost of something that many men are 
ready to pay as high for as beer and whiskey, seems a 
small matter (especially as men generally don't stop 
to think about it at all) compared with what the same 
amount of taxes would seem if they and other indirect 
taxes were all presented in a lump sum, once a year, 
in, for instance, the shape of a government claim against 
a man's house. 

T. But as it is, isn't there a tax-claim against every 
man's house, if he has one, or against his landlord's 
if he hasn't ? 

P, Yes, and just so much the more reason why, if 
that claim were increased by diminishing his indirect 
taxes, he would want to turn out the government in- 
creasing it, and bring in one that would appear to tax 
him less. 

T, You say "appear"; but isn't there something 
more substantial than mere appearance in favor of the 
indirect system, or a combination of the two ? 

P. Yes : men with little forethought or little property 
(and the two are apt to mean nearly the same thing, and 
moreover, the vast majority of men are of that kind) 
would be sure to be found lacking the means to pay 
their taxes if all were presented in one big bill, while 
they manage to pay them a trifle at a time, in increased 
prices of their purchases. 

T. What is said about indirect taxes encouraging 

saving ? 

P, Son^e claim that so far as people realize them, 
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they do encourage saving, but that seems rather fine- 
spun. Probably nobody ever yet lessened his consump- 
tion on account of taxation — refused a thing he could 
afford, because part of its price represented a tax. If 
he could not afford it, the tax did not make him less apt 
to spend his money in something else, or more apt 
to put it in the bank. 

593. Summary for T, Well, novT please sum up the case 
and against. for and against indirect taxes. 

P, They are apparently so easy to pay that it is quite 
possible that no country is yet civilized enough to get 
along without them. But probably, as people grow 
wiser, they will ultimately disappear,* because they keep 
the payers blind to the extravagances in government, 
are corrupting to people and rulers, and tho the pa3nng 
is comparatively easily done, they are really the most 
expensive of all taxes to collect, and the hardest of all 
taxes on the poor. 

* From 1 84 1 to 1896, the proportion of the Imperial Revenue 
of Great Britain coming from indirect taxes, fell from 73 to 52 per 
cent. This was accompanied by a great increase in the consump- 
tion of things used by the laboring classes. (Wells.) 



CHAPTER XXXIV. 

INQUISITORIAL DIRECT TAXES. 

Income and Inheritance Taxes, 

594. Direct taxes Teacher, We come next to the taxes 
divided Into inquisl- generally called direct. Now is there any 
torial and Obvious. ^^^^^ j- ^^^ ^^ distinction that we may as 

well follow in treating them ? 

PupiL Yes : some of the objects are seen of all men, 
while others cannot be got at without prying into private 
affairs. 

71 If you've ever waited on an American dock 
(European custom-houses are not half so bad) to have 
your baggage examined, don't you think that we've 
considered some of the prying taxes already ? 

P, Yes, but, as we've remarked more than once, the 
human mind cannot often make any classification that 
doesn't overlap — probably because there are no hard- 
and-fast divisions in Nature. 

T. Well, probably we can't do better than group the 
direct taxes into Inquisitorial and Obvious. Now to be- 
gin on the first group, and from a point we're already 
a little acquainted with: is the promotion of saving, 
the only good reason for taxing the things that enter 
into a man's consumption ? 

P. No: there are a good many reasons why the rate 
at which a man is willing to spend on himself and his 
family, should be the rate at which he should spend 
for the general good, 

[410] 
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T. Well, is there any objection to that principle ? 

F. Yes: the more a man must spend on his family, 
the less he can afford to pay in taxes. 

T. Has any way around that been found ? 

F, Yes: the direct tax on luxuries that a man can 
do without — ^horses, carriages, billiard-tables, pianos, 
watches, jewelry, etc., etc. 

T, Any objection ? 

F. Yes: watches, jewelry and many such things are 
easily concealed, the taxes are not only inquisitorial, 
easily lied about and expensive to collect, but they jdeld 
too little to justify a capable people in fooling with them. 

595. Income-tax. ^- Well, you don't seem to approve of 

many of the taxes on a man s outgo that 
we have so far considered. Can you say anything bet- 
ter for a tax on his income ? It would be at least direct 
enough, wouldn't it ? 

F. Yes: it could not very readily distribute itself — 
we would at least know whom we were taxing. 

T, What injustices inherent in other taxes would the 
income-tax avoid ? 

596 (a). Falls only . ^' ^ ^^^ ^ould have to pay only on 
on aucceaaea and his successful Operations, where he could 
active property, ^^^^^ ^^^ ^^^ ^^^ ^^ j^.^ failures. On the 

other hand, a dealer has to pay duties and excises 
whether he makes a profit on the goods or not. 

T. How does the income-tax compare in this respect 
with papng on his accumulated property (the details 
of which we will consider later) ? 

F. He would have to pay only on property returning 
income — not on idle property. 

T. Do all people consider that a merit ? 

F. No: the Henry George school think idle real es- 
tate the best possible object of taxation, as tending to 
force the landlord to improve. 

jT. Isn't that a good scheme ? 

F, It's a frightfully stupid one, at least when put in 
so extreme a way: for the money to improve the real 
estate would have to come out of some other mode of 
production where it is probably more needed, as proved 
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from the fact of its already being there. The scheme is 
simply one to rob Peter to pay Paul, like every other 
scheme to affect industries by taxation. 

T. We'll consider the subject farther when we come 
to the taxation of real estate. Now doesn't it seem very 
desirable that each man should pay according to his 
ability to pay ? 

597 (b). and i8 pro- -P- Certainly, all the doctors agree on 
portioned to ability, that ; and a man's actual income each year 

is probably the best test of his ability to pay. 
T, We have at last reached the ideal tax, then ? 
F. Yes — ^the ideal one, but too ideal for this world. 
T. Why? 

598 (c). Like all in- P- The assessors have to depend on the 

J?im/am"in%/ng.''^^^P^y^ Statement of the amount of his 

income : they can never know the facts for 
themselves. So, as long as human nature remains as 
it is, there will never be an income-tax, any more than 
there will be a tariff or excise tax, which will not be a 
swindle of the taxpayer scrupulous enough to tell the 
whole truth, for the benefit of the taxpayer unscrupulous 
enough to conceal it. All these inquisitorial taxes — 
direct or indirect, that would pry into people's private 
affairs, put a premium on Ipng, and make the truth- 
teller pay the liar's taxes for him. 

T. But don't rogues evade all sorts of taxes ? 

P, No: there are at least two that they can't evade, 
but they can evade some easier than others — ^income-tax, 
inheritance-tax and personal-property tax easiest of all. 

T. But if dishonest men do not make a clean breast 
to the assessor regarding such matters, why should that 
prevent honest men from doing their duty ? 

P. Very conscientious men might question, and, as 
a well-known fact, do seriously question whether it is 
their duty to pay all the personal and income and in- 
heritance taxes of the community, and let the rascals 
go scot-free. 

T, What is the result in practice ? 

P, That men who scorn to evade any other obUga* 
tion, unhesitatingly evade the inquisitorial taxes. 
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T. Do you recall a striking illustration of this ? 

P, Nothing less than that, as Mr. Wells says, "a 
high court . . . has recently decided that * perjury in 
connection with a man's tax-lists does not affect his 
general credibility under oath/ " 

jT. Is the premium on roguery bigger in an income- 
tax than on duties and excises ? 

P, Certainly: just as the income represents the profits 
of a year, while a duty or an excise concerns but a single 
transaction. 

T. Regarding which is lying easier ? 

P, Income, unquestionably. Stamps and customs 
inspections have made evasion very difficult regarding 
tariffs and excises. 
599 rrf;. yioivAes T. Has the public a right to know a 

rights of priuacy. mau'S iuCOmC ? 

p. Certainly not. 

T, Why not ? 

P. Tm not called upon to prove why not. Anybody 
claiming the right must prove it. 

T. But what's the objection ? 

P. It would make it harder for the taxpayer to get 
through times of depression, and send the leeches after 
him all the thicker in times of prospei^ty. 

T, But aren't people dealing with a man entitled to 
know his claim to credit ? 

P. Yes, in a general way; but it doesn't follow that 
the rest of the world is entitled to know; tho if they 
were perfectly wise and good — wouldn't strike a man 
when's he's down, and overcharge him when he's boom- 
ing, there might be no objection to their knowing. 
But as the world is far from perfectly wise and good, 
considerable privacy is necessary to safety and comfort. 

T. But where the good of the state is concerned, 
must not the right of privacy give way ? Sometimes 
even the right to life has to. 

P. Opinions differ as to whether an income-tax rather 
than some other taxes is for the good of the state. This 
very invasion of privacy is one of the reasons why it is 
not. 
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T, Does tajdng incomes tend to double taxation ? 
600 (e). Generally P- Certainly : if a man pays taxes on 
doubles taxation, real estate, stock in trade, bonds, stocks, 
etc., and then pays again on the income they bring him, 
he pays twice. 

m (f)- As ntustrat. T. But if people will tax incomes, 
ing projresaiue should they be as hard on a little one as 
taxation. ^^ ^ ^.^ ^^^ — ^^^ ^^ ^^^^ ^^^ Same per- 

centage ? 

F. The arguments both ways are very strong. The 
strongest perhaps is that a man with ten thousand dol- 
lars can easier spare a given percentage — say five per 
cent., having ninety-five hundred dollars left, than a 
man with ten hundred dollars can spare five per cent., 
having but nine hundred and fifty left. 

T. You would tax the big incomes, then, so heavily 
as to leave all net incomes equal ? 

P. No: for if a man is used to spending ten thousand 
a year, it may bother him nearly as much to cut his 
scale down five hundred, as it will bother the thousand- 
dollar man to cut his scale down fifty. 

T. Perhaps it will, but then arises the question 
whether it ought to, and that's too big a question for 
us to settle now. Tell me the next important argument 
in favor of a progressive tax. 

P, It tends to make men stop work after they've got 
enough, and give the younger fellows a better chance. 

T. Wouldn't some others than *' the younger fel- 
lows " benefit by that ? 

P, Yes, the whole community would if the older ones 
would use their leisure for the benefit of the community, 
in charity and politics, for it's not at all certain that 
they would. 

T, Suppose the tendency to do so is increasing ? 

P. That would be an increase in the argument for 
a progressive income-tax. 

71 You mean it would be an argpiment for increas- 
ing the difficulty of men reaching a competence to re- 
tire on and devote themselves to the public good ? 

P. That knocks the bottom out of the argument: if 
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the progressive tax wotild stimulate men to retire, it 
would to the same degree make it hard for them to get 
enough to retire on. WeVe got to drop that argument. 
602 (gh Dfacrimina- T. But suppose you don't levy the in- 
tion of sources. come tax ou wages or profits, but only on 

interestjand rents ? 

F, They do it that way in some countries, and it cer- 
tainly removes the objections a stage farther off: the 
tax would no longer obstruct earning, but only saving. 

T. Would you tax interest the same as rent ? (619) 

F. Perhaps not, because, as population grows, and 
people crowd together, rents tend to increase, while as 
capital increases, the rate of interest tends to decrease. 

T. Isn't there still more to be said in favor of ex- 
empting wages and profits, and taxing rent and interest ? 

F. Yes: it would tend to set men to producing, who 
would otherwise be living in useless indolence upon 
what their fathers had made. 

T. Wouldn't it also tend to equalize men's fortunes ? 
m(h).Asequaiiz- ^. That's attainable, and probably de- 
ing fortunes. sirablc. Only as you can equalize men. 

Certainly the way to attain it is not to clog the able 
man, but to help the weaker one. 

T. Well, won't it help him, to largely decrease his 
percentage of taxation by slightly increasing the per- 
centage on the larger income of able men ? 

F, Yes, if that would do it : but as nearly as we can 
get at the figures, there are so many more people with 
small incomes than with big ones, that if you wanted 
to halve the taxes of people with less than one thou- 
sand dollars a jear, instead of increasing richer people's 
taxes '* a slight percentage," you'd have to more than 
double them — multiply them by about two and a half: 
and if you wanted to halve the taxes of people with 
less than four thousand dollars a year (the income that 
the law of 1894 tried to exempt), you would have to 
multiply the taxes of those with more, by about four. 

T. What did Mr. Godkin figure would be the result 
of dividing all English incomes of over $15,000 among 
the community at large ? 
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P. That each person would be richer by about four 
cents a day. 
«nA//i J. «*.•«/»« ^- Can't a proeressive income-tax be 

604 (ih A8 offsetting «• ^ T-i • . , . . ^-i 

Injustice in other made to offsct the lujustice m some other 
'*^**' taxes — of the indirect taxes on necessities, 

for instance ? (589) 

F. Yes, but only very roughly: as most of the or- 
dinary taxes — especially the duties and excises, come 
easier on large incomes than on small ones, a heavier tax 
on large incomes would tend to make things even. 

71 Does that hold water ? 

P. Yes, if you're going to have a system of bad taxes 
to balance each other's badnesses. 

T. Well, that may be the best we can do at this 
stage of evolution: and of course we've considered 
the progressive feature only on the assumption that 
you're going to have an income-tax, bad or not. Now 
if you have it, does the state give anything in return 
to justify making it progressive ? 

605 ry;. Out o/pro- ^^- N^- /^ a mans income increases, 
tmrtion to state's the State docs uo morc for him m pro- 
aeroiees. portion than it does while his income is 

small, but rather less in proportion. The protection 
of the rich man's life, liberty and pursuit of happi- 
ness really calls for less from the state than does the 
protection of the poor man's. The rich man lives 
where he is less subject to attack from violence or dis- 
ease, he is less subject to persecution, and is in a bet- 
ter position to take care of himself in every way than 
is the poor man: so the state has to do less for him 
merely as a man. 

T, What justice, then, is there in the state taxing, a 
man more in proportion, while its service to him grows 
less in proportion ? 

P. There is no justice in it : it is only one manifesta- 
tion of the constant effort of those who can produce 
little, to get along at the expense of those who can pro- 
duce much.* 

* " The theory of progressive taxation is a vestige of the old 
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T, Well, shotadn't they ? 

P, Yes, through philanthropy, not through spolia- 
tion. 

jT. We've already needed to touch that question and 
will need to consider it farther, later. Meanwhile, 
isn't the notion that taxation should be gauged by the 
service rendered, rather out of date ? 

P. Some very good writers say it is, and they give 
one very good reason — that it's impossible to gauge 
what the state does for men: to civilized man the state 
is simply a condition of existence, like air or water — 
in a sense, all civilized men owe it everything, and 
there are no degrees in everything. 

T. How does the argument strike you ? 

P, '* In a sense," as I said, it's good; but it can't 
upset the other side: questions of justice come in re- 
garding even the distribution of air and water. 

T, But do you mean to say that a man with more 
money than he can reasonably use, should do no more 
in proportion for the community, than a man who has 
only what he can reasonably use, or less ? 
606 (k). Taxation P. Noi 1 don't mean to say anything of 
ueraua benevolence, the kind, but I mean to Say that justice is 
one thing and human charity another. I mean, too, 
that if the community tries to rob the rich for the bene- 
fit of the poor, under the cover of taxation, it simply 
attacks whatever tendency the rich may have to give 
voluntarily. When one thinks of the increasing mil- 
lions given year by year to charity and education — more, 
probably, in America than in any other country, it is 
easier to see how such taxation might close pocket- 
books more than it would open them. 

T. Can you give an illustrative case ? 

P. Yes: when the income-tax of '94 was enacted, 
one of the journals gave an instance of a benevolent 
man who said: ** Oh well, if they want to take it by 
force I'll simoly deduct it from my charities." 

prejudice that regarded wealth as ... a sort of theft from the 
rest of the country." (Menier, quoted by Wells.) 
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T, But all taxes are, in that sense, ** taken by force " : 
so why shotild a man propose to deduct that one from 
his charities, if he did not deduct others ? 

F. Because that one was not levied on an even basis 
to all men. No one with an income of less than $4,000 
was called upon to pay it. 

T, But looking at the matter solely from the stand- 
point of the poorer people: if through taxation they 
help themselves to the accumulations of the great pro- 
ducers, can't they very well afford to do without their 
benefactions ? 
fin? //J Tn.i«nn,„nn ^' Doubly No I the Icss secure the en- 

dQJ (I)- Taxing aijuay . -i-.i i. ri« 

business and benev- terpTisev IS of the rcsults of his euter- 
oience. prise, the more apt he is to stop produc- 

ing and stop emplo57ing labor — ^in other words: the 
more taxation attacks accumulations, the less those able 
to accumulate and to help other men to accumulate, 
will care to. We realized this principle even when we 
were talking of taxes laid on all alike, but of course it 
would be vastly more effective when taxes are laid with 
special force against what people can manage to do 
without: then the great producer would discharge his 
hands as soon as he had money enough. 

T, What's the other consideration you alluded to, 
against the community helping itself to the accumula- 
tions of the rich rather than waiting for their voluntary 
benefactions ? 

P. To embitter the feeling of those able to help, 
against those who need help, is destructive of the best 
interests of all concerned. Where willingness to help 
is changed into reluctance to help, and embittered re- 
luctance at that, it is safe to say that the ablest part of 
the community would find plenty of ways to avoid 
helping. Communities who have begun to alienate 
their wealthy people have found them traveling off 
to wiser communities, and taking their wealth with 
them. Ohio hasn't made much by driving the Stand- 
ard Oil Company out of the state, or Massachusetts 
by driving out the Bell Telephone Company (609, 615, 

617). 
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T, But those things were not done by taxation, were 
they? 

P, Some sort of fool-legislation: it may as well have 
been taxation as anything else. 

T, But would the trouble stop there ? 

P. By no means: bitterness on one side is sure to 
engender bitterness on the other; this reacts again, 
and so on interminably, until we reach the Roman 
social wars, and the French Revolution, with the de- 
struction of everything the community values. 

608 (m). Character^ T, But didn't you Say that they have 
tstic of miiitaHam, progjessive_income-taxes in some leading 
European states now ? Is there any sign of social war 
there ? 

P, Yes: much more active signs of it than here. 
Those nations are full of socialism, and the only logical 
conclusion of socialism, if it is pushed to its logical con- 
clusion, is social war. 

T. As a matter of fact, what grade of civilization are 
income-taxes actually associated with to-day ? 

P, A militant grade. If the support of Europe's im- 
mense standing armies were not forced upon her, the 
income-tax would probably not be needed or tolerated. 

T. Well, does the income-tax produce much anyhow ? 

609 (n). Approved P^ III England, where it works better 
only as a necessity, than anywhere else but Germany, it sup- 
plies only one- fifth of the national revenue; and al- 
though, the world over, people without any incomes to 
tax are of course fiercely agitating for income-taxes, the 
weight of intelligent opinion, while acknowledging the 
ideal justice of an income-tax, is against an income-tax, 
as practically a great injustice. Its abolition was among 
the unfulfilled promises of several Gladstone adminis- 
trations.* 

* Gladstone said : "It does more than any other tax to demor- 
alize and corrupt the people." Disraeli said : ** The odious fea- 
tures of this tax cannot be modified." Thorold Rogers said: 
" Every chancellor of the exchequer has condemned it in principle 
and [from necessity] followed it in practice." It is not wonderful, 
therefore, that, fortified by these avowals, people who can evade 
the tax, do so (598). 
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T, How is it in other nations ? 

P. In Italy the tax pays a little smaller propor- 
tion of the revenue than in England; but Italy is so 
poor that, just or unjust, the tax is felt to be a stern 
necessity. In Germany it has yielded very well, but 
through despotic methods of collection that Americans 
would never endure. In Switzerland the Canton de 
Vaud has adopted it under its progressive form, and is 
already driving away capital and industry. It doesn't 
amount to anything in the rest of Europe. In France 
and Russia it doesn't exist as a national tax. 

T. What is the American experience ? 

610 (0). Heaviest on ^' During the civil war, the income-tax, 
those least able to tho clearly unconstitutional (583-4), was 

religiously paid by most widows, orphans 
and patriots; and profanely laughed at by most other 
people. Perhaps half of what the law called for was 
paid. The tax of '94, there being no war on, was de- 
clared unconstitutional by the Supreme Court. There 
have been income-taxes in some of the states, of which 
only one or two survive as fruitless relics of an ignorant 
but confiding past. 

611. Inheritance- T. Well, with your views of income- 

**^«5. taxes, what do you think of inheritance- 

taxes ? 

P. They can easily be avoided by gift before death, 
and even when they are not, they are not only open to 
all the objections against the other inquisitorial taxes — 
as putting premiums on lying, but they are at the ex- 
pense of the widow and the orphan at the very time 
they lose the husband and father whom they have de- 
pended upon to meet their expenses. 

T. Any other objection ? 

P. Yes : the widows and orphans pay more than their 
share of such a tax, because they are not as able liars 
as other inheritors — in fact they are generally repre- 
sented by executors or administrators who won't lie 
for them at all. 

T, Then don't put inheritance-taxes on the widow 
and orphan. But how would they work if restricted 
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to heirs outside of the immediate family ? Sometimes 
there is no immediate family to inherit. 

612 ra; Collateral ^' ^^^^P^ when collateral heirs have 
not oer'y objection- been dependent on the decedent, the col- 
"^'*' lateral inheritance-tax is among the less 

objectionable of the inquisitorial taxes. 

r. Why? 

P. Because a man is apt to feel more free with a sud- 
den windfall than with slow and laborious gains — more 
apt to pay a tax on it without l5dng, and better able to 
afford it. 

T. Is there any objection, then, to a collateral in- 
heritance-tax ? > 

P. Yes: the objection to all petty nuisances. The 
tax never 5nielded much and never will — ^not enough to 
justify bothering the community and pa5dng the collec- 
tors. Sometimes when a very rich man dies, the figures 
look large, but comparing the total ynth the total of tax- 
ation, they are insignificant. 
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CHAPTER XXXV. 

INQUISITORIAL DIRECT TAXES — CONTINUED. 

Personal-Property Tax, 

Teacher. Now leaving out the inheritance-tax, and 
assuming that a man produces his own income (which 
he does, of course, unless it is inherited or stolen, which 
is not, comparatively, often the case) and reflecting 
that the business processes on which stamp-taxes have 
been collected, are also generally productive, can you 
see one objection common to all the other taxes we have 
so far considered ? 

Pupil, Yes: they are taxes on production, and there- 
fore tend to obstruct it, and to restrict the community's 
growth in wealth. 

613. Personal-prop- T. Wouldn't it be wiser, then, instead 
erty taxes. of taxing production, to tax only property 

already accumulated ? \ 

P. That would discourage saving, but perhaps ndv, 
more than the taxes we have already considered dis- 
courage producing, and it would not be all the time 
bothering people while they are trying to do their work, 
as do most of the taxes we have so far considered. 

T. Then let us consider accumulated property under 
the usual two divisions of personal and real estate ; now 
are all taxes on personal property incapable of diffusion ? 
614 (a). Uncertain P- Plainly not : of course all taxes tend 
of diffusion. to diffuse themselves and become indi- 

rect: any man, whether a landlord, a money-lender, 
[422] 
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a manufacturer or a mere exchanger, will naturally 
charge his taxes to his customers if he can: so personal 
property permanently used in business (as well as that 
produced to be immediately exchanged, which we have 
already considered) can often pass on its taxes to the 
consumer. A man using machinery or keeping a liv- 
ery stable, for instance, can generally take the taxes 
on his plant into account when he fixes his prices 

(563-5)- 

T, Won't competition prevent him charging in his 
taxes ? 

P. Some writers are very fond of reasoning that way, 
but it's hard to see why competition should prevent 
his charging in his taxes, any more than his insurance 
or even his clerk-hire. 

T. So far, then, as the man paying such taxes can 
be like the man pa5dng duties and excises — a sort of 
buffer to pass them on easily through the community, 
it seems eminently practicable to tax personal property. 
Is there any question of its ideal justice ? 
615 m. Tends to P- It's vcry apt to make the same pro- 
doubie taxation, perty pay taxcs twice. At first sight it 
seems plain that if a man enjoys a fortune in such per- 
sonal property as stocks, bonds, mortgages, etc., he 
ought to contribute just as much to the government as 
a man with an equal fortune in real estate. But the 
fact is that he would contribute even if he were not 
directly taxed, and that if he is directly taxed, he con- 
tributes twice: for stocks, bonds and mortgages are 
only bits of paper showing that a man has an interest 
in property that already pays faxes wherever it may be 
located. The property of all corporations, including, 
of course, their real estate, is taxed. 

T, Is not a man owning only personal property, apt 
to pay a real-estate tax anyhow ? 

. P, Yes : if a man owning only personal property sleeps 
or eats under a roof and pays for the right, he really 
pays part of the taxes of the men who have only real 
estate. Unless the man who appears to pay the taxes 
on any building, uses it himself or it stands vacant, he 
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does not (as we shall see later) really pay the taxes, any 
more than a man who first pays a duty or an excise: 
the tax usually distributes itself, and is really indirect. 
As a rule, tenants of buildings really pay the taxes on 
them, so it is not true that unless they own real estate 
or pay personal taxes, they pay none at all. For this 
reason, among many others, the argument that fairness 
requires taxing personal property, doesn't amount to 
nearly so much as it seems. 

T, Isn't there another danger of duplication ? 

P, A very great one. Everybody knows where real 
estate is, and there it is taxed. But there is an old prin- 
ciple that personal property follows the owner, which 
breeds a tendency to tax bonds, promissory notes and 
other evidences of credit at the residence of the creditor. 
There's a conflicting principle, however, that they 
should be taxed at the situation (technically the situs) 
of the property on which they are based. This often 
leads to their being taxed in both places. 

T. Do you remember the case of the Western lady 
in Massachusetts, cited by Wells ? 

P. Yes, it covers more than one point we've been 
going over. She wanted to be in an educational town, 
and helped its tax-roll by building a fine house. Her 
personal property was held by a trustee in Indiana, and 
taxed to him there. But it appears to have consisted 
largely of bonds on property in another state- where it 
was taxed again — ^that being the only place where it 
should have been taxed at all. When she had got com- 
fortably settled in Massachusetts, she was requested to 
pay a third time there — a tax on her income. - She said : 
** This will, if enforced, be a decree of my personal ban- 
ishment from the state as effectual as that which the 
state formerly launched against Roger Williams and the 
Quakers " (607, 609, 617). 

m(e>. Effect on T. Suppose there are two townships 
prosperity. ^{^q ^y gi^g^ one of which taxcs personal 

property and the other does not. Other things even, 
what will be the effect as between them ? 
P, Personal property — farm-tools, cattle, machinery, 
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merchandise — of course will prefer the township where 
they are not taxed : so one town will gprow richer in per- 
sonal property, and the other grow poorer (607, 609, 615). 

T, But will that do the richer town any good as far 
as taxes are concerned, if personal property is not-taxed ? 

P, Certainly it will, because the employment of all 
this personal property on the real estate, in developing 
farms, factories and commerce, will be an influence 
to make the real estate more valuable — will develop 
wealth that can pay more taxes. Moreover the chances 
to develop this wealth will attract more people from 
outside, and their competition for land will raise its 
price. So, for twofold reasons, the taxes can be raised 
from the land, without taxing and driving away the per- 
sonal property which has made the real estate valuable. 

T. What, then, does the value of real estate seem to 
depend upon ? 

P. Bringing and using personal property upon it. 

T, Is that true of a mine ? 

P, To a great extent — especially under modem con- 
ditions: you can't work one without tools, and under 
modem conditions you can't often work profitably with- 
out very good tools — chemical as well as mechanical: 
if you do, your competitor, who works with them, will 
get out more minerals for the same money, and under- 
sell you. 

T. But how can Wall Street property be valuable on 
this principle: there's no farming or mining or manu- 
facturing and merchandising there ? 

P, There is certainly merchandising: for the rail- 
roads and many mines and industrial establishments are 
sold, partly or entirely, over and over again there every 
year; and if making a bankrupt affair into a papng one 
(or sometimes, alas ! a papng one into a bankrupt one) 
or making a big effective concern out of several little 
inieffective ones — ^if making any of these things is manu- 
facturing, there is certainly manufacturing done there. 
Take out of Wall Street the money, shares and bonds, 
dealt in and reorganized there, unless you brought in 
some other personal property to take their place, the 




426 Book III, — Taxation. [§ 6 1 6 

real estate would not be worth as much as a poor farm 
of the sams size, and could not pay as much in taxes. 

T, Can you recall the way Mr. Ensley * summed up 
the bearing of these facts on taxation ? 

P, **^Never tax anything that would be of value to 
your State, that could and would run away, or that 
could and would come to you." In other words, never 
tax any movable property. 

T, How about the practicability of collecting taxes 
on personal property ? 

617 (d). Personal ^' Except machinery, merchandise and 

property hard to find ieLvm products, most of such property is 
or appraise. ^^^^ hard to find. Money and all sorts 

of securities are seldom seen by anybody but the owner, 
and all these things are changing hands so constantly 
that unless an impossible army of appraisers attends to 
them all at the same instant, many of them must be 
appraised at different times in different hands. 

T. Even if public lists of personal property could be 
had and kept, like those of real estate, could the asses- 
sors appraise it well ? 

P, Only stocks and bonds sold at the exchanges, and 
the simplest sort of tools and produce, like the farmer's. 
In regard to a great factory or a great merchant's stock, 
or a rich man's furniture and pictures, the assessor is 
no judge of values. 

T. How does he usually try to get at it ? 

P. Makes the taxpayer give a list of his property and 
its value. 

T. What's the effect of this method on honest men 
and rogues ? 

P. It's almost as bad a premium on Ipng as the in- 
come-tax: rogues — and not very great rogues at that — 
evade it, and honest men have to pay the rogues' 
share. 

T, But is l5^ng the only way of avoiding taxation of 
personal property ? 

P, No : in the few cases where cities still try to tax 

♦ *' What Should be Taxed, and How it Should be Taxed," 
quoted by Wells. 
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personal property, the rich city man makes his ** legal 
residence " at his country home, where taxes are light, 
and even makes that country home in some other state, 
if his actual state taxes personalty more rigorously than 
some neighboring state. Corporations do likewise. 

T, \i we were to cease the folly of try- 
l]?thoriJJl"'anf i^g to directly tax personal property, 
operation of natu- would wc thus throw all the direct taxes 

rat laws, ^ 

Upon real estate ? 

F, Certainly not: there would still remain the other 
direct inquisition-taxes, and the franchise-taxes, not to 
speak of the indirect taxes. 

T. Yes, if we think indirect taxes better than direct 
taxes on personal property, incomes and inheritances; 
but that's very doubtful. As to franchises, we'll con- 
sider them later. How do real-estate owners regard 
abolishing taxes on personal property ? 

P. Those most given to considering such subjects — 
the great financiers and real-estate owners of the cities, 
almost all favor abolishing them. Their position is 
that not only is the personal tax a bad tax, but that if 
the fifth (roughly speaking) of the total taxation which 
is now collected from personal property were added to 
the four-fifths now collected from real estate, they would 
not as a rule have to pay any more than they pay now, 
but simply pay some of it out of one pocket instead of 
the other. The entire abolition of the personal tax is 
seriously proposed by virtually all of the best writers 
and commissions. 

T, What has come to be the practice of most of the 
intelligent world regarding personal taxes ? 

P. They are fast disappearing from intelligent com- 
munities. They have been abandoned in Europe, ex- 
cept as involved in income-taxes. In New York, Cin- 
cinnati and San Francisco but one-fifth of the state and 
local taxes is now collected from personal property. In 
some cities less than one-fiftieth is. In the most ad- 
vanced places no effort whatever is made to make lists 
of personal property, or to disprove any statement any 
taxpayer may make regarding it. 
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T, Where does the attempt to tax personal property 
directly, still survive most actively ? 

P, Outside of the cities, and in states that have few 
cities. 

T, Does the farmer serve his own interest by resist- 
ing the removal of the tax ? 

P, Quite the reverse. He may or may not be more 
honest than the city dweller, but his neighbors know 
his afiEairs better, and a larger share of his personal 
property is in things like crops, animals and farm ma* 
chinery, which he can't conceal or successfully under- 
estimate. It is therefore more difficult for him to evade 
the tax than for his city neighbor to. 

T, What do statistics show in consequence ? 
619 r/;. Showing of P- That in the states where the farmers 
8tati8tio8, have kept up active attempts to tax per- 

sonal property, they generally pay most of the personal- 
property taxes themselves, while city people avoid them. 

T, But if the farmers did not pay the personal taxes, 
wouldn't they have to pay more on their farms ? 

P, But not as much more as they now pay in personal 
taxes, because the present city personal-property tax, 
which the farms woidd then help to pay, is much smaller 
than the rural personal-property tax, which city real 
estate would then help to pay.* 

•In Connecticut from 1855 to 1885, the personal property 
listed for taxation fell from one-tenth of the taxable property of 
the state to one-thirtieth. In '89 a law was passed providing that 
owners of securities who would register them should be taxed but 
one-fifth of one per cent instead of the two and a half before 
levied. The first year brought out twenty-two millions that had 
not appeared before. 

In 1866 Cincinnati paid about equally on realty and personalty : 
in '92 realty paid three and a half times as much as personalty. 

In 1868 in Boston realty paid about half as much again as per- 
sonalty : in '90 it paid over three times as much. Of six hundred 
million bonds of corporations outside the state known to be held in 
Boston in the nineties, only forty-five million were taxed, and 
nearly all of that belonged to estates of widows, orphans, etc., held 

in trust. 

In Jersey City in '92, personalty paid one-thirteenth ; m 70 
Brooklyn reported over one-eleventh personalty ; in '93 little over 
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T. Are the objections to the personal-property tax 
understood throughout the country generally ? 

one-thirtieth, and nearly two-thirds of that from corporations ; in 
'93 but one and one-halt per cent, was personalty. 

In the states of New York, Wisconsin and Georgia, the attempt 
to enforce the laws taxing personalty is gradually being abandoned. 
States with listing laws fare little if any better than states with- 
out. In 1 87 1 California made very stringent laws taxing personal 
property. Some of the effects were very funny. According to the 
assessment reports, butter, wool and honey were no longer pro- 
duced in counties full of cows, sheep and bees, ^nobody lent or 
borrowed any money, and in fact two-thirds of that previously in 
the state disappeared. In five years San Francisco paid on only 
one-third of the money and two-thirds of the other personal prop- 
erty that she had paid on before. 

From 1885 to 1893, Ohio had a most stringent listing law, and 
yet the county containing Cincinnati paid less than one per cent 
of its taxes on personalty. In 1892 the people had $190^000,000 
in bank and listed but $38,000,000. The counties containing the 
five chief cities had $128,000,000 in bank and returned less than 
$7,000,000, while the rural counties where the clamor for personal 
taxation is always loudest, had $70,000,000 in bank and paid taxes 
on nearly half of it. This state of affairs led to the appointment 
of a very able commission who reported that *' the tax upon per^ 
sonal property makes farmers pay from four to seven dollars 
where people in large cities pay one,^* and they called the system 
"a school of perjury," adding: " It imposes unjust burdens . . . 
upon the farmer ... all of whose property is taxed because it is 
tangible; upon the man who is scrupulously honest ; and upon 
the guardian, executor and trustee, whose accounts are matters of 
public record." 

A tax commission of New Hampshire in 1876, after speaking of 
the ** corrupting and demoralizing influence " of attempting to tax 
personal property, " frankly admit that they are unable to frame 
any law to which a free people would submit, or should be asked 
to submit, that will bring this class of property under actual assess- 
ment more effectually than it now is." 

An Illinois commission in 1886 asserted that the existing system 
**is debauching to the conscience and subversive of the public 
morals — ^a school for perjury, promoted by law." 

A Connecticut commission in 1887 reported that " the results of 
an investigation of nearly three years into the workings of our tax 
system have brought us to the conclusion that all items of intangi- 
ble property ought to be struck out of the list. As the law stands 
it may be a burden upon the conscience of many, but it is a burden 
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P. No : if they were, the tax would be abolished. In 
many places people are still working away at all sorts 
of hopeless devices to get personal taxes fairly and fully 
paid. 

T. What is the favorite remedy for the difficulties of 
the tax, proposed by those who favor it ? 

F, One worthy of the other features of 
ty-a%U8h^mean8 the tax—** publicity '*— the pet remedy for 
totoard a foouah malfeasance in office. This is an acknowl- 
edgment that the tax does its best to make 
scoundrels. 

71 What sort of publicity ? 

P. Publishing lists of personal assessments in the 
newspapers. 

T, But is not that the same sort of invasion of pri- 
vacy that is one of the reasons against the income-tax ? 

P. Certainly, and it has no effect : there are too many 
respectable delinquents (598) : but people who advocate 
foolish things always have to carry them out by foolish 
methods. 

621 (h). " Homo- T. As scorning foul blows, even against 

genetty" fallacy, f^^j things, We may as Well note here a 

on the property of the few, not because there are few who ought 
to pay, but because there are few who can be made to pay." 

A West Virginia commission in 1884 asserted that ** the pay- 
ment of the tax on personalty" (in the state) "is almost as vol- 
untary, and is considered pretty much in the same light as dona-' 
tions to the neighboring church or a Sunday-school." 

In Massachusetts the most intelligent officials admit that their 
system is a comparative failure. 

Wells (from whom the foregoing is condensed) calls the system 
one " which powerfully contributes to arrest and hinder natural 
development, to corrupt society, and is without a parallel in any 
country claiming to be civilized." And he says elsewhere : "There 
is not a single economist or financier of note . . . who upholds 
the system." 

Seligman says : " In recent years in both England and France 
the necessity of raising increased revenue has drawn especial at- 
tention to the subject of local taxation ; but in neither of these two 
countries has any prominent writer or speaker advocated the direct 
taxation of personal property, or even alluded to the subject ex- 
cept to scout the very idea of such a proposition." 
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fallacy regarding these inquisition-taxes which has been 
urged by high authority, and we may as well guard 
againt weakening our case by its use. Do you recall 
it ? 

P, Yes : it has been urged, especially against the per- 
sonal-property tax and the income-tax, that neither 
can be fairly laid because personal property or. income 
is not ** homogeneous '* — a jaw-breaking way of sa5H[ng 
that the things which make up either are not all pro- 
duced in the same way — are not of the same kind, and 
consequently cannot fairly be taxed in the same way 
(602). 

T, Illustrate, please. 

P, Personal property may be, for instance, ma- 
chinery, which • constantly deteriorates, or interest- 
bearing securities which, de^ite occasional fluctua- 
tions, tend on the whole to advance : because as the rate 
of interest has been gradually decreasing, securities 
yielding a given rate have gradually become worth more. 
Income, too, may proceed from either of these sources 
— one much more reliable than the other, or from per- 
sonal effort, which, it is contended, ought not to be 
taxed at all, as interest or dividends ought. 

T, Well, Where's the fallacy — aren't all those dif- 
ferences real ? 

P, Yes: the fallacy is in restricting the objection to 
taxes on those things: it holds against even the land- 
tax itself. Land is as various as almost anything 
else — ^it is used for a million purposes, and for. none 
at all; it deteriorates — the best tobacco lands of Cuba 
are exhausted, and there's no known way of restor- 
ing their peculiar virtues; it appreciates — ^in many 
a place where, fifty years ago, it could not be given 
away, it is now worth millions an acre. No class 
of subjects for taxation can be homogeneous. Taxa- 
tion has to be done ** by and large " — ^it's one of the 
cases where ** The law can't take note of trifles." 
622 0). Bffect on T. Well, tho the world (at least the 
corporations. thinking part of it\ admits that the taxation 
of individual personalty is a lailure and a wrong, yet 
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when the property belongs to a corporation, can't it be 
taxed correctly ? 

P. More correctly, perhaps, than the personal prop- 
erty of individuals can, although corporations can hide 
their personal property, and lie about it, as easily as 
individuals can. But as corporations are under direct 
government control, appraisers can examine their books 
and get a knowledge of their affairs more readily than 
they can those of private parties: so their property 
can be taxed more exactly. 

71 But is that any reason for doing it — for putting 
them at a disadvantage as compared with individuals ? 

P. No, it isn't. It only affects their personal prop- 
erty anyhow: for their real estate can't be taxed more 
readily than anybody's else. So their case is simply 
one more illustration of the injustice always springing 
from taxing personal property. 

623r/;. Cai/««o/ T, Whence then arises the clamor for 
prejudice. taxing corporations ? 

P, Much of it comes from the less intelligent em- 
ployees of corporations — of railroads and the like, who 
have had strikes and similar troubles with the corpora- 
tions, and so comprehend all corporations in an unrea- 
soning hate. 

T, Has the rage for taxing corporations done any 
harm ? 

P. Decidedly: it has obstructed many an important 
enterprise, and it has even led the poor in some states 
to tax their own little savings in the savings-banks, be- 
cause, forsooth, savings-banks are ** corporations." 

T, Is there no sound basis for the demand to tax 
corporations ? 

62A(fi). As treating P- Yes: if the demand discriminates 
^raffcJ/Mco^ra- ^^wecu Corporations controlling public 
tions. franchises, and those engaged in ordinary 

business. Of course there's no more reason for heavily 
taxing an ordinary business conducted by a few men 
incorporated, than if the same men were partners. 

T, No reason ? 

P. Well, it's true that they do get some special privi^ 
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leges from the state (241-3) and impose some little 
special labors upon it; but these are generally paid for 
by special fees, and should hardly be included among 
taxes. 

T, But as to the franchises of corporations, we have 
already seen good reason for taxing them. Yet aren't 
they personal property ? Their value is represented in 
bonds and stocks which are constantly sold in public, 
and so isn't the value easy to get at ? 

P, But getting at the real value is not as simple as 
you make it appear : doctors disagree a good deal about 
it, tho it can undoubtedly be done in the few cases (few 
as compared with other objects of taxation) where it is 
worth while. But when it is, the franchise is not per- 
sonal property, even as much as we saw (244) stocks 
and bonds are : it is always in some way or other insep- 
arat>le from the land. 

T, Well, we will consider franchises then, in con- 
nection with the land, in the next chapter. 




CHAPTER XXXVI. 

OBVIOUS DIRECT TAXES. 

I. The Realty-Taxes in General, 

Teacher, We seem now to have considered every im- 
portant object of taxation except the most obvious of all 
— ^the one object that can't be hidden or carried out of 
jurisdiction, or successfully lied about. What is it ? 

PupiL Real estate. 

625. Objections to T, What merit of some of the other 
them. taxes must a tax on realty lack ? 

P, Real estate is more apt to lie unproductive than 
most other kinds of property. And moreover, a tax on 
it can't have the ease of the indirect taxes, or, perhaps, 
stimulate saving quite as they and the other taxes on 
consumption do. 

T, Among primitive peoples, did the realty pay any 
tax? 

P, Not directly as a tax: in fact, hardly 

626. Their history, anything like a tax had been evolved — or 
for that matter, ' anything like what we know as gov- 
ernment. But in the tribal stage, there are generally 
contributions of produce from real estate for the sup- 
port of the chief, but as everything is supposed to be 
his, such contributions are more like rent than taxes. 
In the communal stage, too, a share of produce has gen- 
erally been collected for government, but as the land 
belongs to the community, this contribution, too, is 
rather by way of rent than tax. 

[434] 
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T, How about the feudal stage ? 

P, The sovereign still owned the land: so anything 
that was paid on account of it, was strictly rent, tho 
he devoted some of the proceeds to his wars, and per- 
haps to the few other matters of public interest then 
existing. 

T, Well, after the nobles began to get the fee of the 
land? 

/*. Of course what an owner in fee simple (120) pays 
the government, he pays as taxes. 

T, But has he always paid something, since fees sim- 
ple became frequent ? 

-P. It's hard to generalize : among our English ances- 
tors, the first germ of a fee simple, was the first germ 
of a tax in the modern sense — when Henry II. accepted 
scutage in lieu of military service (66). 

T. How was it in France ? 

P. Under the old regime, up to the Revolution, the 
nobles owned most of the land, but paid no taxes. 

T, The actual taxation of land, then, as distinct from 
rent to the sovereign, is a comparatively modern insti- 
tution ? 

/*. It certainly appears so. 

T. What would that appear to indicate ? 

627. Incidental to ^- That the tax on land is more civ- 
high civilization. ilized than earlier taxes. 

T, Than even the ingenious indirect taxes ? 

P, Especially so: for the indirect taxes were origi- 
nally started in various countries by the representa- 
tives of the people, so as to get a tax that the nobles 
would have to pay : because the nobles had all the power 
and all the land, and would not let taxes be laid against 
the land. The land-tax is a later evolution, and really 
one of the marks of liberty and progress. 

T, Now let's see if that idea is supported by other 
facts. You have already said that direct taxes tend to 
diffuse themselves and become indirect. Now on what 
sort of things are they least apt to diffuse themselves ? 

628. Question of ^- On the sort, of course, where it is 
diffusion. hardest for the man paying them in the 
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first instance, to pass them on to somebody else; or 
where there is least temptation to do so. 

T. And where is the least temptation to try to pass 
them on ? 

P, Of course in things whose range of prices is so 
great that the customer can readily avoid the tax by 
putting up with cheaper things. 

T, And what absolutely essential thing varies most 
in price ? 

P, Land. Some of it is worth nothing at all; some 
of it sells for hundreds of dollars a square foot. 

T. Then if a tax is put on land which is farmed, 
what, other things even, would the man occupying it 
naturally do ? 

629. views of -^- Well, the old economists — Adam 
economists. Smith, Ricardo, Stuart Mill and others, 
said that he would naturally seek some land cheaper 
by at least the amount of the tax — he might even go to 
land worth substantially nothing. 

T. Well, as a new economist, what do you say ? 

630. Fact versus ^' That a man naturally stays at home 
theory. — ^that competition between pieces of land 
is not perfectly fluid, but on the contrary is subject to 
a good deal of the friction we've spoken of before (563) ; 
that often a man would be apt to be prevented from 
going to a piece cheaper (by the amount of the tax) than 
the one he occupies, because of the expense of moving, 
or by already having buildings to suit him, or by the 
attraction of old associations, and a thousand other 
possible considerations. The idea that a man will 
always move where he can save money by it, presup- 
poses, as all merely economic laws do, that the competi- 
tion between the two matters in question is purely one 
of price. 

T. But is that really generally the case ? 

P, No: other considerations always come in and make 
more or less friction in the working of any economic 
law, just as they do in any physical law, — so much fric- 
tion, in fact, that sometimes the law doesn't work in its 
expected direction at all — or that even the result may be 
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in the direction of the disturbing force, instead of the 
expected direction. 

T. Can you cite a striking recent illustration of how 
these two opposing tendencies laid our leading authori- 
ties by the ears ? 

F, Yes: Professor Seligman, intent on the tendency 
to free competition, says, with the old economists: 
of course the tenant moves unless the landlord pays the 
tax: so the tax is not distributed, and any opinion that 
it is, is ** so very superficial as scarcely to deserve a 
refutation." Mr. Wells, on the contrary, intent upon 
the friction that prevents free competition, says the 
tenant will pay the tax for the sake of staying, and in 
fact the consumer will generally pay the tax for what 
he wants. So Professor Seligman*s expression made 
Mr. Wells feel sad. If a tyro might venture an opinion 
where doctors disagree, both are right and both are 
wrong, as usual in such disagreements. 

T, As a matter of fact, does real estate generally 
rent for only the current interest on its selling price, 
or does it rent for that interest and taxes ? 

P. Some undoubtedly does rent for interest and taxes, 
other undoubtedly does not. There's such an immense 
variety of land, with such an immense variety of im- 
provements, that it's very hard to tell. 

T, Also, as a matter of fact, if a man hires a room in 
a hotel, must not he pay his share of the landlord's 
taxes ? 

F. Not necessarily: the landlord may make profit 
enough on other items to pay the taxes himself. It will 
depend upon what competition he has to stand, and can 
stand. 

T, But wouldn't it be easy, anyhow, for a manufac- 
turer, for instance, staying in his old place, after a new 
tax is levied, to charge the tax to his customers ? 
631. Effects on -^- No: because some of his competi- 

producers. tors would be apt to move, to save the 

amount of the tax and so be able to keep their prices 
down; and this will force those not moving to keep 
their prices down — ^in other words: to pay the tax 




43^ Book II L — Taxation, [§ 63 1 

themselves and not try to shift it on to their customers. 

T, What will be the effect on solvency ? 

P, Those with profitable monopolies, or .those Able 
enough to produce low and make large profits, will 
simply have their profits diminished, but will be able 
to stand it. Those, whether they move or not, not Able 
enough to make profits in excess of the tax, will be 
driven out of business. 

T, But what will be the effect of that on the price of 
goods or produce ? 

P, It will diminish the supply, and so of course raise 
prices to restore the equilibrium of demand and sup- 
ply (255-6). 

T, And how will that help determine who shall pay 
the tax ? 

P, The advance in price will of course save some 
producers who otherwise would be forced out of busi- 
ness, and will help pay the tax for all producers; and 
as the advanced price comes out of the community, 
that portion of the tax is distributed after all. 

632. Reaity-taxes T, Might not people work a little 
stimulate production, harder, or invention and business faculty 
bestir themselves a little more, to create new produc- 
tions and cheapen old ones, so as to pay the tax ? 

P. Yes : such results, especially in the way of labor- 
saving inventions, have sometimes followed new taxes. 

T, And so far, then, as people save and invent and 
improve organizations for production, what would be 
the final effect of the tax on the landlord and tenant ? 

P. So far as the public bestirred themselves to pay 
the increased prices for the productions from the taxed 
realty, the tax would be shifted; and the tenant too, 
could deny himself and improve his methods for the 
sake of paying some of the tax. What was not paid by 
these means the landlord would have to pay. 

T, Well, well take it as proved, then, that in the 
general run of cases, tho a realty-tax cannot be entirely 
distributed, it must be to some extent. But before we 
pass on, summarize by what agencies. 

P, By the friction of moving, which will obstruct the 
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producers saving the tax by getting cheaper quarters, 
and so lead them to charge it to their customers as far 
as they can; by the restriction of product (and conse- 
quent raising of prices) which will arise from the tax 
driving out of business men not Able enough to save 
the tax by cheap production; and by the stimulated 
efforts and ingenuity of all concerned, consumers as 
well as producers, to increase their Ability, in order to 
meet the tax. 

T, Now can realty evade its taxes, or, whether shifted 
or not, has somebody got to pay them ? 

633. Realty-taxes ^- R^^l estate is, of all things, the most 
sure to be paid, certain to pay its taxes. It cannot, like 
most personal property, be hidden when the assessor 
comes around; nor, if the owner does not pay, can 
realty, like most personal property, be sent out of reach 
of the collector who will want to sell it and collect the tax. 

T, How about the assessor's ability to value the two 
kinds of property justly ? 

634. and easy -^- Many kinds of personal property are 
to assess, of extremely uncertain value, which can- 
not be determined even by the owner himself. On the 
other hand, realty is known and observed by the whole 
community, and a list of it is easily and usually kept 
open to everybody's criticism: so, other things even, 
the valuation put on it cannot be very far from what 
people in general would consider fair. 

T, How about the comparative expense of collecting 
taxes on realty and personalty ? 

635. and cheapest to ^- The realty tax would be much the 
collect cheapest of all taxes to collect. A large 
part of the expense of collecting other taxes, is in pay- 
ing men to find the things taxed, and to decide what 
they are worth. 

71 But suppose now, for a moment, that the realty- 
tax could entirely distribute itself, then couldn't real- 
estate owners make other people pay it all ? 

636 Some owners ^' ^^'' ^^^ause even if each owner of 
must always pay realty could charge all its taxes to his ten- 
part of it. ^j^^g Q^ customers, he would himself have 
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to pay the charges of other real-estate owners in every- 
thing he bought except his sea-food; and even in that, 
he*d have to pay his share of the taxes on his fish- 
monger's shop. 

637. Summary for T. To sum it all up, then, how does a 
and against the real- realty-tax compare with the other taxes 
•state tax. ^e have so far been considering ? 

P, It does not involve double taxation, as taxes on 
stocks, bonds, mortgages and other obligations do; it 
does not tempt to concealment or evasion, as duties, ex- 
cises, income-tax, inheritance-tax and personal-property 
tax — all the vampire and inquisition taxes — do; it does 
not put the principal burden on the poor, as the vampire- 
taxes do, or put it on the honest, as the inquisition-taxes 
do; the property to be taxed can be more fairly valued 
than most other kinds, and cannot be hidden or wasted 
like most other kinds; the tax is sure to be collected, 
despite any amount of bankruptcy and dishonesty; the 
tax does not, like duties, excises and income-tax, dis- 
courage production; but it does, like the personalty-tax, 
discourage saving. 

T, Do you suppose that, as a matter of fact, it ever 
did discourage saving ? 

638 Real estate ^' Undoubtedly, in some badly-gov- 
under poor govern- erned countries where the taxation is 
"*"*' ruthlessly oppressive, a man would at 

least put his savings in property that he could hide 
from the tax-gatherer, rather than in the kind of prop- 
erty that is hardest to hide. Even if that did not dis- 
courage saving in such countries, as the savings are not 
put in real estate, the demand for real estate is so small 
that its value is low, and taxation is less fruitful in con- 
sequence. 

T, But what has that to do with us in America ? 

P, At least this much — ^that the government of many 
American cities — notoriously New York — has at times 
been so bad that many wise men hesitated to buy real 
estate there. 

T, Even the real-estate tax, then, has not the merits 
of the indirect taxes ? 
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71 No: nor have the indirect taxes the merits of the 
real-estate tax. The merits of the indirect taxes are 
only the merits of being adapted to very short-sighted 
people, tho perhaps most people are short-sighted. 

T, Can't you think of a way to combine at least some 
of the ease of payment of indirect taxes, with the cer- 
tainty and reasonableness of real-estate taxes ? 

P, Certainly: make the latter group payable if the 
payer prefers, in small instalments. Something in that 
direction is done in some places already. 

T. What striking testimonial does our history con- 
tain to the certainty and fairness of taking realty as the 
basis of taxation ? 

639. Ooinion of ^- I^ *^ original Articles of Conf ed- 

the Fathers. eration of the States, it was provided that 

each state should contribute to the National treasury in 
proportion to the value of the land ** granted to or sur- 
veyed for any person . . . and the buildings and im- 
provements thereon." 

T, But was the tax to be actually raised from the 
land? 

P, That was as each state pleased. The Articles of 
Confederation only ordered it apportioned among the 
states according to the land and improvements. 

T, Well, isn't that what taxing real estate would sub- 
stantially amount to at almost any time and place ? 

P, Certainly: the amount of realty a man might own 
would simply be an index to what taxes he should pay — 
an index of his ability to pay taxes, which modem writ- 
ers all say should be the basis of taxation. But he would 
not necessarily pay from the income of such realty, but 
from whatever income he might have. He might be 
occupying the realty himself, or it might be lying idle. 

T. But even the provision for apportionment accord- 
ing to land values was not re-enacted in the Constitu- 
tion. Isn't that fact an argument against it ? 

P. Not necessarily: for during the Revolutionary 
War, taxes were gathered largely from duties and ex- 
cises: therefore, in the Constitution, such taxes seem to 
have been taken for granted as a matter of habit. 
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640. Equalization. . f • ^^^ difficulty already experienced 
^ m levying a state tax on the realty of the 

counties separately, would have to be overcome in 
lev3dng a United States tax on the realty of the several 
states ? 

P, The very troublesome question of ** equalization,** 
that is, making each locality bear its just proportion of 
the general burden of the state. No such difficulty 
arises regarding local burdens: for the money is spent 
where it is raised. But when a whole state is taxed to 
pay for a state-house at the capital, state prison, asy- 
lums, legislature, executive, jijdiciary, etc., if one local- 
ity pays, say, one per cent, of its property, it is not fair 
that another locality should pay two per cent. 

T. How does such a difficulty arise ? 

P, The appraisers are nearly everywhere local offi- 
cers, and those of each locality try to appraise low, so 
that their locality will be sure not to pay more than 
its share of state and county burdens, and so that they 
won't alienate the voters. This is generally the rea- 
son why real estate is appraised at but a third or a half 
of its market value; perhaps too it explains much in- 
difference in ** getting at ** personal estate. 

T, What remedies are in use ? 
' -P. Generally for each county a ** board of equaliza- 
tion*' is made up of officers from various sections; 
but this is cumbrous and not very effective. There 
are quite generally laws that everything shall be ap- 
praised at its full value, but they are not usually effec- 
tive either. 

T. Why not have state assessors for state purposes, 
county assessors for county purposes, and local asses- 
sors for local purposes ? 

jP. It would be very cumbrous and expensive to do 
the work three times. 

T, Are any other remedies proposed ? 

P, Yes : to have different objects taxed by the differ- 
ent governments. In New York there is quite a general 
sentiment for reserving the general property-tax (mean- 
ing real estate and personal property) especially for lo* 
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cal use; franchises, depending on their nature, for both 
local and state; the inquisitorial taxes except that on 
personal property — ^income, succession, etc., for the 
state, and it has lately been proposed to reserve taxa- 
tion on mortgages for the state; and excise and duties 
for the nation. At present, the thing tends to work 
itself out in that way, but making the personal-property 
tax local, and reserving the other bad taxes for the 
state and nation, does not make any of them good taxes 
or promote broad patriotism. 

T. Why did you say: ** At present " ? 

F, Because many people think there is a farther ten- 
dency for all inquisition and vampire taxes to disap- 
pear (593). If they ever do, it will be a long time 
hence, and would involve an amendment to the Con- 
stitution of the United States (583). But if they do, 
the whole equalization difficulty would easily settle 
itself: assessment for all the governments could be 
done by the national officials, who could be appointed, 
directly or indirectly, by the central authority, instead 
of depending on votes, and so being subject to local bias. 

T. Why wouldn't these very officials, for the sake 
of local knowledge, have to be selected for localities, 
just as postmasters are now ? 

jP. They could be consolidated into boards from 
mixed localities, and even so constituted as to guard' 
against conflicts between state and local interests. 

T, You spoke of assessors not wanting to alienate 
the voters. What other abuse springs from that ? 

F, They generally assess the property of non-resi- 
dents too high. 

T. How is this guarded against in England ? 

F, A man can vote in all places where he owns prop- 
erty. 

II. Varieties of Realty-Taxes. 

T, So far, we have talked merely of taxing real es- 
tate. But there are several ways of doing it. What 
are the principal ones now considered, and while you 
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are about it, please give them distinct names, so that 
we shall have some definite words to talk with. 

P. We might say there are four. First 

figie'ltxr***' IS the general present method of taxing 
paratedTax, all the realty — ^land and improvements, 
. propra on- ax. ^^^]^q^^ regard to whether other things are 

taxed or not. This we can properly call rea/ty-taix. 
Then there is a second proposition, that there shall be 
only one sort of tax levied, and that that shall be on 
realty (including, if we please, the land devoted to the 
operation of franchises). This is the proper ''''single 
tax," and we had better reserve the name for it. Then, 
third, is the proposition that the land shall be taxed 
separately from the improvements ; this and each of sev- 
eral others have been called single tax: so to distin- 
gfuish, perhaps we had better call this the separated tax. 
Then the fourth proposition, which may be applied to 
any one of the preceding three, is to tax all the value of 
the realty away — ^virtually to appropriate all the land 
for public use. This also has been called single tax, 
but as that term has lost meaning by being applied to 
so many things, we may as well call this one appropria^ 
tion-\,3x,. 

T. As we've considered the first — ^the realty tax in 
general, let us go on to consider the three proposed 
modifications of it. Was Henry George the first to ad- 
vocate that it should be a single tax ? 

642. The Single tax. ^- ^7 ^^ means. As early as the close 
(aKLook§'Btfitory. of the XVII. century, John Locke taught 
that all taxes ultimately were distributed and gravi- 
tated to the land, and might as well be put there at 
once, as by a troublesome and expensive indirection. 
His ideas were taken up by the physiocrats nearly a 
hundred years later, and have had many advocates 
since. Of any attempted tax on commodities, Locke 
said: ** The merchant will not bear it, the laborer can- 
not, and therefore the landlord must." 

T*. What are the fallacies in this reasoning as re- 
gards the merchant ? 

F, The merchant often will bear it, at least in part, 
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as a matter of competition, and also when an even 
price is usual and important, and the tax is too small 
to justify going to a higher price. 

T. As regards the laborer ? 

F, By the laborer, Locke apparently meant the pro- 
ducer, as distinct from the exchanger (whom he called 
the merchant). Now the producer includes not only 
the laborer, but the enterpriser and the capitalist: 
these people certainly can bear the tax; and even the 
laborer (at least in our day, if not in Locke's) can cer- 
tainly bear some of it. 

T. How long did Locke's opinion remain undisputed ? 

mtbhwaipoie's, ^'^}^ ^9^^^ Walpole, about 1733, 

. wanted to increase customs duties, and 

he took ground just the opposite of Locke's; among 

his arguments was that the duties were no harder on 

people in general than a land-tax, because consumers 

of all commodities have to pay the land-taxes. The 

reasoning was that, as ever5^hing people want comes 

from the ground, the landlord can make all who use 

anything pay his taxes. 

T. "V^^ere is the fallacy ? 

F, It was full of fallacies. In the first place, it is 
no more the entire truth that ever5^hing that people 
want comes from the ground, than it is that everything 
is made by Labor with a big L. Either statement 
ignores what value is added to raw material or to big- 
L-Labor by the labor (with a small 1) of a Vanderbilt, 
or an Edison, or a Michelangelo. 

T, But after you recognize the enormous increases 
of value effected by Ability (or labor with a small 1, if 
you prefer), is Walpole right even then ? 

F. No: people can decline to use some of the things 
at the enhanced price that the landowner's taxes would 
impose : so he'll have to pay at least that portion him- 
self. 

%^(e),Diffua!on ^- ^^ ^^^^ principle, if a man is rich 
on different grades and wants to live on Fifth Avcuue and is 
of property. ready to pay for it, is he apt to go any- 

where else to save taxes ? 



44^ Book III, — Taxation. [§ 644 

P. No. 

T, On the other hand, if a man is poor and wants a 
farm ? 

jP. He may be forced to go down a grade for the sake 
of saving taxes. 

T. What then seems the rule in regard to the distri- 
bution of real-estate taxes ? 

P, Fancy property, for which people are ready to 
pay fancy prices, probably can shift its taxes much 
more readily among such people, than can other prop- 
erty among people who seek it largely with an eye to 
economy — except of course such people as have already 
touched bottom — ^and can't find any property poorer 
than they have. 

T, Didn't we see something like this before ? 

P, Yes: we saw (563) that a tax can be shifted 
most readily upon those who will have and those who 
must have. So the realty-tax, while desirable on the 
whole, is probably harder on average property, than 
on the best and the worst. 

T, Is the worst property in cities generally owned 
by the poor ? 

P, No: the rich generally own large quantities of 
it, and rent it to the poor at higher rates, in propor- 
tion to its value, than they can get for better property : 
that fact of course adds force to the theory that its 
taxes are shifted. 

T, What would be the case regarding shifting in a 
country township ? 

P. Probably the taxes on the farms and ordinary 
houses could not distribute themselves, while if it hap- 
pened to be a favorable region for hotels and summer- 
villas, probably the taxes on them could distribute 
themselves, at least so far as to the tenants. In such 
a neighborhood, the majority of voters would probably 
oppose the single tax on real estate, and try to tax also 
the stocks, bonds and mortgages held by such of the 
villa residents as voted there. In short, the position 
would be just the reverse of the city. The single tax 
would not be desirable on the whole, and yet its ab- 
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sence would be hard on the holders of the superior 
property — even tho that is the very property that would 
have most of the tax to pay, if it were enacted. 

T, That being so, how are you going to settle the 
question of the single tax justly ? 

BA5(d), Local option P- It has been proposed to let each 
\n taxation. local government — village, township or 

city, settle its own method of taxation — ^to have ** local 
option " in taxation, instead of having one method 
settled by each legislature for the whole of each state. 

T. Wouldn't it be better to have each legislature 
pass, for the entire state, uniform laws in accord with 
the ideas of the most intelligent people ? 

P. Taking the ** ideas of the most intelligent people ** 
is something that legislatures are nearly certain not 
to do; and the question is too new for the most intelli- 
gent people to be sure that any one scheme would 
work well in all places. Some great cities, and perhaps 
some great states, have, it is true, virtually been brought 
under the single tax by the pure operation of natural 
laws (618), but it's too early, without farther experi- 
ment, to say what is best at this stage of evolution, 
for the rural regions generally. 

6AQ(e). Effect of ^* What would be the effect on land- 
aingie tax suddenly owners of suddenly Stopping all other taxes 
impoeed. ^^^ comiug to a single tax on real estate ? 

/*. As a realty-tax can only partially distribute itself, 
at first sight it seems as if all landlords would at once 
be made poorer by the undistributed portion of the tax. 

T, Well, how does it look at second sight ? So far 
as stocks represent shares in landed property, that sort 
of personal property would have to pay in either case, 
wouldn't it ? 

P, Certainly: because the profits from which the 
dividends are paid, would be lessened by the amount 
of the tax, but other forms of personal property would 
not have to pay: so realty-owners might not have to 
pay materially more than they now pay (618). 

T, Well, now take a third sight: don't the realty- 
owners really pay pretty nearly all now ? 
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P, Yes: as a rule (tho there are many exceptions), 
people who own the realty, own pretty much every- 
thing else. As nearly as we can tell, nine-tenths of 
the personal property taxed, is owned by those who 
own the land: so the change would mainly be pa)dng 
to Peter what is now paid to Paul, less the expense of 
employing Paul to collect it. 

T. Does Paul cost much ? 

P, An enormous deal — not only the whole custom- 
house system, and most of the tax-machinery — national, 
state and local, but also whatever the middleman's 
profits may be (580), and the waste there certainly is on 
all the indirect taxes. 

T, But as a fact, if taxation were suddenly restrictjed 
to real estate, don't you suppose there would be a great 
rush to sell real estate, and wouldn't prices have to 
fall fearfully to restore the equation of supply and de- 
mand ? 

P, It hasn't worked that way where real estate has 
been gradually becoming the principal object of taxa- 
tion, as it has in nearly all advanced communities. But 
if the shifting of taxes to real estate were hastened by 
a sudden enactment, there might be a panic, tho as 
real-estate owners are of the most intelligent and in- 
structed classes, they probably would realize all we have 
been considering, and if some forced sales, others would 
be glad to pick up the bargains and sustain the market. 

2 . Hasn't the single tax ever been tried ? 
fi.-,-, -: _ , ^^ P, Yes, in Australia, they've even gone 

647 (fh Experience, . » i.j\.j ij 

as far as the separated tax, and, as already 
said (618), the single tax has been tried approximately in 
New York and some other places. 

T. And you intimated that the people, in many of 
our cities at least, like it. Do the Australians also ? 

P, Yes, they find it very satisfactory. 

T, Does the fact that it seems to be liked so far as 
tried, prove that it would be liked everywhere ? 

P. Not necessarily: it may prove only that it has 
been tried where conditions are favorable to it, and that 
where it has not been tried, conditions are not favorable. 
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T. You spoke of its being popular in the cities. But 
how do the people away from the cities feel about it ? 

P. The farmer thinks first of his land, and not of 
his cattle, crops, machinery, tools and buildings; and 
he thinks, often wrongly, that if all taxes were col- 
lected from the land, his share would be increased. 

T, But is there no way of reconciling these differ- 
ent opinions ? 

P. Only by local option. 

T, Is it generally proposed in our day by the advo- 
cates of the single tax on real estate exclusively, that 
the tax should cover all the real estate ? 

s ted ^' Scfme favor what we have agreed 

t« on SmPexcluslve to call the ** separated " tax, on the land 
of Improvements. alone, and not on improvements, be- 
cause taxing improvements discourages people from 
making them — ^from building, draining, etc. It is for 
the interest of the whole community that all reasonable 
improvements should be made, and yet a man must 
risk getting from a quarter to a third more gross income 
out of a building, if it is taxed, than if it is not. 

T. Wouldn't the separated tax be more than a mere 
suggestive stimtilus to improvement ? 

P, Yes: in some cases it would almost force people 
to put up more buildings, so as to get revenue from 
the buildings to pay the increased taxes on the land. 

T. But some time back (596) you said that was a 
stupid scheme, because the money wotild have to come 
from other investments proved better by the fact of the 
money being in them. 

P, I said it was stupid to call unimproved real estate 
the ** best possible ** object of taxation — ^in other words, 
to burden it to a point where it cotild not pay its taxes 
with the help of such improvements as it could readily 
find capital for. It's one thing to encourage possible 
improvement, but another to demand more improve- 
ment than is possible, and punish the landlord for not 
making it. 

T. Is unimproved land as apt to rent for interest and 
taxes, as improved ? 




450 Book III. — Taxation. [§ 649 

cAo/^i «„//w/««. -^- No: the taxes on the buildings are 
diffuse taxes more more apt than those on the land, to diffuse 
teadity than land, themselves, because a, tenant can easily 
find cheaper land, but can't find a cheaper building 
nearly as easily: buildings for a given purpose do not 
vary in price nearly as much as land, and the building 
generally costs much more than the land. 

T. Then who pays the taxes on buildings used in 
production ? 

F. Roughly speaking, the consumer of the goods pro- 
duced: because manufacturers cannot compete with 
each other very much in expense of buildings, and 
therefore (roughly speaking always) must charge new 
building taxes to their customers, or get along with less 
profit, or (if they can't do that) relinquish business. 

T, Now it certainly does look as if a large portion 
of real-estate taxes must be diffused to tenants and their 
customers. But suppose the buildings were for per- 
sonal occupancy only, and not for rent, how would re- 
lieving them from taxation affect the tendency to build 
them ? 

P, There would be still more encourage- 
fePs iipar^eTt!!^' tneut to build, or rather less discourage- 
^prlTemS^. ''"' ^^ut, than now. Personal occupancy is, in 

fact, the strongest case in favor of build- 
ing : because if the building were taxed and used unpro- 
ductively — as a home, for instance, by the owner — he 
could not distribute the tax: therefore relieving him 
of the tax would be a special encouragement to build 
a home — a very desirable thing for hopts of reasons. 

T. But where would the capital fo? increased house- 
building come from ? 

P. Some could well be diverted from less desirable 
investments ; and so far as it might be borrowed, there 
is nothing that encourages saving among people in gen- 
eral, like the desire to pay such a debt and own one's 
home free of it. 

T, Haven't you just given another argument for the 
separated tax ? 

P, Yes: the land is made already: so the separated 
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tax cannot discourage making it ; but improvements in 
a sense really do m^e it — that is, they add to the value 
of the land itself as distinct from the improvements — 
sometimes almost create the value. So to exempt them 
from taxation would help to add value to the land. 

T. But if the tax were separated from buildings, 
could those who own land alone without improvements, 
stand adding it to the land ? 

P. This is a different question from that of taking 
taxes off personalty and putting them on realty, and 
opens another good argument for local option in taxa- 
tion. In communities where land can be had for the ask- 
ing, such taxes would have to be paid disproportionately 
by the poor : for in such communities much of the wealth 
is in buildings, and to exempt them might throw an un- 
due proportion upon the land, tho there would be some 
compensations, as already shown. 

T. Now if instead of separating taxes from that part 
of the realty which comprises buildings and improve- 
ments, suppose they were taken off personalty alone ? 

P, Then the owners of land and buildings both would 
probably be able to pay them all. 

T, But if land-taxes were separated from buildings 
and improvements in an old and rich communityj? 

P. There the land, independent of the rest of the 
realty, has value, and its owners would probably be 
well able to pay all the taxes, even if they were not 
diffused at all. 

651. Appropriation- ^ Now we come to the appropriation- 
t«x. tax. What is the first impression of its 

morality ? 

P. So far as the tax cannot be diffused, it must rob 
all present holders of their land. We discussed that 
when we discussed property rights (80-90). 

T. Considering that question settled, then,suppose such 
a tax produced more money than government needed ? 

P. That's a bad thing for a tax to do: it encourages 
wasteful legislation. 

T. But // tax of the entire rental value does produce 
an excess, what is it proposed to do with the rest ? 
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P. Devote it to public works and give it to the poor. 

7*. Why not devote it to public works ? 

P, When we discussed government's promotion of 
convenience we seemed to see good reason to believe 
that it would be mainly wasted. 

T, What is the objection to giving it to the poor ? 

P, Simply that, as history proves, it would increase 
the number of the poor (49). But aside from that, 
while the state has a right to make money for its gen- 
eral purposes — which benefit those from whom it takes 
the money, as well as the rest of the community — to 
take money from one man to give it to another who can 
support himself if he must, is robbery. Moreover, re- 
ceiving money that is not earned, makes people slow to 
earn any. 

T. But suppose people are sick or deformed or idiotic ? 

P, The state takes care of the incapable already. 
To take care of the capable would tend to make them 
incapable. 

T. But how about taxing what is called the unearned 
increment of land ? 

P, We considered that too when we were discussing 
the general question of rights of private property in 
land {^ZZ, 89). 

III. Rental-Value Tax. 

T, You spoke some time back (639) of the Articles 
of Confederation making real estate, irrespective of its 
own immediate product, a guide or index to the amount 
of taxes that should be paid. Can you name another 
connection in which it has so served ? 

P. Yes : it has served as a guide in taxing consump- 
tion, through a tax on the rental value of the taxpayer's 
dwelling — ^to be paid by the occupant whether he owns 
it or rents it : because a man's dwelling is, despite many 
exceptions, a very fair guide to his rate of expenditure, 
as well as to his taxable ability. Such a tax on what 
a man consumes, encourages saving, as already said. 
Moreover, his Rental valuation can be fairly fixed, and 



§653] Rental-Value Tax. 453 

cannot be concealed or effectively lied about : therefore 
the tax offers no premium on dishonesty, as do all the 
other taxes on consumption that we have considered. 

T. Suppose a man paid the usual realty-tax on a 
house and lot, and rented it for a residence to another 
man who paid the rental tax we have been talking about. 
Wouldn't the government collect twice on that property ? 

652. Not a rtol- ^' ^^ • ^^ tenant's rental tax is not 
estate tax. put on the property, as the property can- 
not be sold to collect it. The rental tax is really a per- 
sonal tax, the amount of which is determined by the 
payer's rental, and is really intended to tax his general 
expenditure. 

T. But suppose the owner himself lives on the prop- 
erty, then can't the property be sold to pay his rental 
tax? 

P, Yes, but only as any other property — even personal 
property, could be sold. There is no reason why the 
particular piece he lives on, rather than any other piece, 
should be sold to pay his rental tax or any other personal 

653. Not double ^^^^ therefore the rental tax is not a dupli- 
taxatlon. cate tax on the dwelling, any more than any 
two kinds of taxes are double taxes on any property a man 
has: all his property is subject to sale for all his taxes. 

T. Suppose he's a rich bachelor living in a hall bed- 
room, hadn't you better try to tax him in something 
more than rental value of his dwelling ? 

P. You can get at his real estate, of course, but beyond 
that, it's clear that attempting to get at exceptional and 
abnormal cases does not pay for the trouble. A rich 
man living meanly would be almost sure to conceal all of 
his wealth that he could, and not unlikely to lie about it. 

T. But suppose a man lives in two houses at different 
seasons, as so many people do now, or even three or 
four : you'd have his rental-value tax gauged by the one 
where he votes, I suppose ? 

P, Perhaps you couldn't do any better, tho he'd be 
apt to vote from the cheapest. 

T, But shouldn't he pay upon all ? A man ought to 
be willing to pay for his luxuries. 
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654. Should be on ^' No: a family doesn't use materially 
one residence only, more in the Way of clothes, food and drink, 
jewelry, or hosts of other things, for having three or 
four houses, than for having one; and not only are 
country houses good things for keeping great producers 
up to the best working condition, but it is a good thing 
for country regions that people who make money in the 
cities, should spend some of it in the country.- People 
owning country houses should pay for the luxury, but 
not pay unduly, so as to discourage a practice so much 
for the general good. 

T. But wouldn't this rental-value tax be shifted ? 
Wotildn't a man looking for a house, say to a landlord: 
** If I live in this house, I must pay such and such a 
rental tax. I won't take it unless you deduct that " ? 

P. Then the landlord might say: "I 

655. Shifting. must Wait for another customer." In fact, 
it would be a case of demand and supply; if houses 
were plenty and tenants scarce, it would go one way; 
if tenants were plenty and houses scarce, it would go 
the other way. The tenant has to pay the tax, and the 
question of his getting a house high or low is an outside 
question, just as it is outside of whatever gas-bill or 
coal-bill may be involved in running the same house. 

T. Are the authorities agreed on this ? 

P, Yes; there's been a good deal of fog over it, but 
it's pretty well cleared up now. 

T. Has the rental- value tax been found a good one in 
practice ? 

P, Yes, wherever tried (probably longest and widest 
in England) it has done very well. 

IV. Franchise-Tax. 

T, Now we have left to the last one class of objects 
of taxation which we commended many pages back: 
can you recall what ? 

P, Franchises, we saw before (278-9), are peculiarly 
just objects of taxation, because they are usually, in 
their very nature, really public property; and in getting 
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all they yield beyond a reasonable profit to their pro- 
moters, the public is usually but getting its own. 

T, Hasn't our general study of taxation shown us 
still more reasons why franchises are good objects of 
taxation ? 

P, Yes: they cannot be hidden or lied about as suc- 
cessfully as most personal property, or as incomes and 
inheritances. 

T, Why can't they be lied about as successfully as 
almost anything but real estate ? 

P. Because there are so few of them that it would 
cost government very little thoroughly to investigate 
their accounts. 

7*. But can't the managers of franchises spend a great 
deal in corrupting public officers ? 

P, Probably no amount of taxation could make them 
spend more in that way than they do now. 

T. What is the verdict of experience regarding taxing 
them ? 

P. It is done in most countries where universal suf- 
frage does not provide legislatures that the corporations 
can buy; and it is found to be in all respects a good tax. 

T, But isn't a franchise-tax a real-estate tax after all ? 
656. Virtually a ^' Why yes, if you take into considera- 

real-estatetax. tion the Special value of the real estate for 
the purpose of the franchise. But of course it wouldn't 
do to tax a railroad's long line as if it were to be used 
for farming, or the long strip occupied by a gas-pipe as 
if it were to be used to build a house on : each gets its 
value from the size, shape and location that fit it for its 
purpose. 

T. Isn't that true of any other piece of real estate ? 

P. Yes : it wouldn't do to tax a Wall Street comer ac- 
cording to its value for residence purposes, or a Fifth 
Avenue lot according to its value for stockbrokers* 
offices, or either for its value for farming; any more 
than it would do to tax a farm for its value for building 
jewelry-stores. 

T. And doesn't the chief value of a franchise consist 
in its ownership of its peculiar real estate ? 
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F. Certainly: Mr. Shearman points out that as soon 
as a street railroad gets its franchise, it generally bonds 
it for many times what its rails and rolling-stock cost. 
So it is with gas-lines and water-lines and franchises 
generally. 



CHAPTER XXXVII. 

DOUBLE TAXATION. 

657 Of m ft es Teacher. Suppose a real-estate owner 

mo ^•^^••gjyQg ^ mortgage. Should government 

tax the mortgage in the hands of the man who holds it ? 

Pupil. Not if it continues to tax the land its full 
amount : the mortgage created no new value, so if the 
government taxed it and taxed the land as much as be- 
fore, it would be taxing on more value than before, with- 
out there being any new value to pay the tax; in other 
words, it would be taxing some of the old value twice, 
which^ in several states, is unconstitutional. 

T. In any event, should it tax the land as much as 
before ? Is it worth to its owner as much as before ? 

P. At first glance it appears not, but it really is un- 
less, and until, it is foreclosed: he still retains the use 
and income of it, and therefore is in as good condition 
to pay the tax as he was before mortgaging. 

T, But is he ? Now he has to pay the interest on his 
mortgage too. 

P. Yes, but the mortgage has brought him the money 
to earn that interest with, and, he thinks, a profit be- 
sides, or he would not have made the mortgage. 

T, Should he pay taxes on the money too ? 

P, Certainly, if the money is taxed : he alone has it 
in possession and use to earn the taxes with. He has 
in possession and use all the real estate and all the 
money, and of course should pay all the taxes. 

T. But you seem to make out that the mortgagor has 
everything concerned. Hasn't the mortgagee an3rthing ? 

[457] 
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F. Nothing but a claim. He can't earn anything to 
pay taxes with that. He has parted with his money, 
and it's the business of the man who has that, to make 
it earn its taxes, as well as its interest. 

T. But here is the mortgagee in receipt of an income. 
Shouldn't he pay taxes on it ? 

F. That depends upon whether the source of the in- 
come has already paid its taxes (600). We have just seen 
that it ought to, as everything that pays taxes ought to, 
through the party that makes it earn them — ** at the 
source." 

T. But suppose the mortgagee is taxed, who should 
pay the tax ? 

F, It's perfectly plain that nobody should. But 
where somebody is made to, the question of who, is gen- 
ftRo/«i j#«^««««. erally made as broad as it's long, because 

%W (a). Mortgagor . /, - , ^ j ^-i 

aeneraiiu pays tax m States where mortgagees are taxed, the 
Indirectly. mortgagor generally has to pay the mort- 

gagee a rate high enough to cover ordinary interest plus 
the tax. Mortgagors have to pay six per cent, in Ver- 
mont, where mortgages are taxed, while they have to pay 
but four or five in New York, where the law taxing 
mortgages is a dead letter. 

T, But is it ** as broad as it's long " ? In Vermont 
and other states where mortgages are taxed, doesn't 
the mortgagor generally have to pay not only his high 
interest, but also on the full valuation of the real estate, 
just as before the mortgage, and also on the money in 
his hands ? 

F, Yes, generally, tho the number of the states where 
that occurs is diminishing: for people are becoming 
alive to the injustice of it. More and more of the states 
which tax mortgages, are deducting them from the 
valuation of real estate. 

T, But after all, isn't a mortgage an interest in real 
estate, and fairly taxable as real estate ? 
^.^ , . ^ . F. No, tho they have logically and his- 

659 roA Mortgage ..«' -Lri. • i-j 

not properly Real toncally enough features m common to de- 
Egtate, ceive a good many people. But as long as 

the mortgagor is in possession, the mortgage is only a 
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right to acquire an interest in the real estate if the loan 
is not paid. 

660 re;. In Afferent T. Now suppose a man living in a state 
states, where personal property is taxed, owns a 

mortgage on a piece of property in another state — ^it 
may be on a piece of private property, or it may be the 
bond of a corporation; suppose the mortgage is taxed 
in the state where the property is, and suppose that the 
owner of it, living in a different state, is also taxed on 
it as personal property. Is there any remedy 1 

P, No: what is paid in one state can't help another 
state raise the revenue contemplated by its own laws. 
As long as a state looks for revenue from all personal 
property owned by its residents, no matter where sit- 
uated, victims of such laws are apt to move to more 
modern states. It's perhaps as much to save money as 
to spend it, that so many millionaires from all over the 
country move to the city of New York, where there is 
really little taxation of personal property. 

T. Suppose, then, a man owns mortgages in Cali- 
fornia, and likes to enjoy his wealth in New York, 
should he pay no taxes there for the privilege ? 

P. Yes, and he can't avoid it. Taxes on most things 
he buys, and on the stores they come from, will inevi- 
tably be shifted to him, as is proved by the high prices 
of everything in New York. Of course he could also 
be made to pay rental- value tax, if New York were yet 
wise enough to use it. 

T, Didn't we see something like this when we were 
discussing indirect taxes on personalty ? 

P, Yes, we saw there, too, (563,) that a tax can be 
shifted most readily upon those who will have and those 
who must have. 

T, Banks and many other corporations usually pay 
the taxes on their stock before declaring dividends. 
Now suppose a man in a state where personal property 
is taxed, owns stock of a bank in another state, is he 
apt to have to pay on it twice ? 

P. Certainly. The bank pays once, and he pays 
again. 
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T. Well, it's plain how a state can collect taxes on 
stocks and bonds from resident corporations, but how 
could you collect on a mortgage when the mortgagee 
lived in another state ? 

P, As already explained, it is unscientific as well as 
unjust, to collect on it at all, but if you make the blun- 
der, you can do it just as everybody collects on the fee 
simple (120) of the same land when the owner lives in 
another state. 

71 But if you were to collect by selling the land, you 
would compel the mortgagor to pay the taxes or lose 
his equity of redemption (114). How would you rem- 
edy that ? 

661 (dh Letting ^' Follow the method of Massachusetts, 
mortgagor pay California and New Zealand — let him pay 
mortgagee's tax, ^^^ taxes Outstanding when his mortgage 

interest is due, and deduct them from the interest. 

T. But as said above, wouldn't he have to pay a rate 
of interest high enough to cover those taxes ? 

P. Generally; but at worst, if the system were made 
consistent all around, by taxing the mortgage value 
but once, he would not have to pay, as he sometimes 
does now, on the mortgage, on the money in his hands, 
and on the full fee of his farm, but only on the equity 
of redemption. 

T. Please state now definitely our conclusion as to 
who shall be taxed, if the holder of land has a debt 
which can be definitely collected from that land. 

P, He should pay the tax as long as he has the use of 
the land. If the creditor is taxed on the claim, the 
debtor will generally have to pay that tax, in which 
ease he should be exempted from paying on the amount 
which is the subject of the claim, and the simplest way 
to do that, is to have him pay only on his equity of re- 
demption. 

T. Wouldn't it be more logical to oflEset the mortgage 
debt against his piersonal property — against the mortgage 
money which he received ? 

P, He may not have any personal property: he may 
have borrowed the mortgage money to pay a debt, or 



§662 J Double Taxation. 461 

may have invested it in more real estate, or may have 
made ducks and drakes with it. 

T, Very well. Now suppose that all of A*s property 
is a piece of real estate, and that B holds A's note, but 
not a mortgage. Can't that note be collected by a forced 
sale of the real estate, just as a mortgage could ? 

P, Yes, but it's not so sure an interest in the real 
Afio/.i wu . *»^ estate, because if it were a first raortgage, it 

ODZrvya wny tax ij* j ,i *'*'-'. 

mortgagta and not would be as good as an actual ownership, 
notes? against all other possible creditors, and 

probably worth its face ; but if it's a mere note, fifty 
other creditors might have just as much interest in the 
real estate, and not one of the whole fifty-one be able 
to get five per cent, on his claim. 

T. But as affecting the ability of the landowner to 
pay the tax (and I suppose that is what we were dis- 
cussing when we agreed to exempt the amount of his 
mortgage), why should we exempt him if his liability 
Is on a mortgage, and not exempt him if his liability 
is on a mere note ? 

P, Because we've •* got to draw the line somewhere." 
Let's draw it at what is so definitely his that he can 
sell it. If his land is mortgaged, he can sell only the 
equity. If it is not mortgaged, he can sell the whole 
of it, tho he may owe fifty times what it will bring. 

T, Very well, that may not be a bad distinction, but 
do all other financiers agree with you ? 

P, No, there's no subject in taxation about which 
there has been more quarreling and more diverse prac- 
tice. Some states, in making up tax-schedules, permit 
the deduction of all a man's debts from all his prop- 
erty, some permit the deduction of all his debts from 
only his personal property, collecting rigidly on the 
full value of his real estate, whether mortgaged or not; 
Massachusetts allows no deduction of debts from per- 
sonal property, but does tax mortages on the mort- 
gagees. 

T, Is there any reason for not exempting debts, but 
tbe necessity of ** drawing a line somewhere " ? 

P. Yes, in the states where debts are exempted, it 
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is astounding how many debts in proportion to their 
assets, some of the financial magnates have about list- 
ing time, while widows and orphans haven't any debts 

at all. 

T. Is there any principle which would reduce this 
chaos to uniformity — ^isn't there any way but moving to 
a modern state, to get rid of these old-fashioned double 

taxations ? 

P, K very simple one — tax only what 

neM'''S^heSr^^^^^^ of record, tax it against the recorded 
and deduct them from owner. This is one application of the cele- 
vaiue of property, brated maxim to** tax at the source.'' Then, 
if it is a lien on any property, exempt, by its amount, 
the property that it is a lien against. 

T, What is probably the most general form of multi- 
plied taxation ? 

664. Excises -^- Excises on manufactured articles, 

multiply taxation. Raw materials are often taxed, and then 
the goods taxed again in each set of hands they pass 
through: for instance, trees may be taxed as standing 
timber, as logs, as planks, as strips for making spools 
or awl-handles, and as spools or awl-handles. Iron 
may be taxed as ore in the bed, as ore at the furnace, 
as pig, as bar, as extra-tempered fine small steel, as 
jackknives, or as watch-springs, and in each one of 
these forms, after being taxed at the factory, it may be 
taxed again in wholesalers' hands, again in retailers' 
hands, and again in consumers' hands. Moreover, 
should it stay in any of these hands over a year, it may 
be taxed again, and in consumers' hands taxed every 
year till it rusts. Verily, manifold are the ways of 
taxation of personal property ! 

T. Well, what do you propose to do about this ? 

P. As long as ** mankind is a fool " (to quote Carlyle) 
— or at least American mankind (no other civilized 
mankind is enough of a fool to attempt the direct taxa- 
tion of personal property), ** tax at the source." Tax it 
at the factory, and then stop. 

T. But what factory — logging-camp, sawmill, turn- 
ing-mill, spool-factory, or where ? 
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P. At each one, if you want to: each one adds a new 
value beside which the old value is not worth consider- 
ing. But don't tax the completed product again in the 
hands of dealers or users. If the tax on iron-ore is 
paid over again in a watch-spring, or that on logs in 
a spool, the amount of material is so trifling that it makes 
no appreciable difference. It is only in connection with 
the duplication on the finished product, which is serious, 
that this sort is generally worth noticing. 

T, But are all cases of duplicated or multiplied taxa- 
tion equally objectionable with those we have consid- 
ered ? 

P. No: some are even generally approved — ^such, 
for instance, as taxes on things that people are in dan- 
ger of using too much of, like liquors and tobacco. There 
are generally excises on their production, and duties 
on their importation, and additional taxes on dealing 
in them. 

T, But isn't there still another justification for this 
sort of duplicated taxation, that there is not for taxing 
mortgages ? 

P. Yes: the excise-taxes quite generally distribute 
themselves, while those on real estate, whether on fee 
or on the mere possibility of an estate, which is secured 
by a mortgage, do not distribute themselves nearly as 
readily. 




CHAPTER XXXVIII. 

SUMMARY AND CONCLUSIONS ON TAXATION. 

Teacher, Now among the various kinds of taxation 
that we have considered, with the glaring objections 
to the worst, and the perplexities, inconsistencies and 
occasional injustices of even the best, does it seem to 
you that any one alone can be depended upon ? 

665 P rf ttaxa- P^pii* Not until human nature improves, 
tlonnotforlmper- Taxation is after all mainly a matter of 
feet people. psychology; it must be adapted to the 

people. Sources of revenue run all the way from lot- 
teries to land — the semi-barbarian at one end, and a 
civilization not yet fully realized at the other. A wise 
system of taxation must consider the weaknesses cf 
human nature, and also the various complexities aris- 
ing from the fact that men often own property under 
government different from those they live under. 

T, Where do the weaknesses of human nature come in? 

P, As duties and excises distribute themselves so 
generally, and are paid with so little inconvenience, 
666. Vampire-taxes it is generally necessary, in the present 
needed now. state of human nature, to use them. But 

they should be used with great simplicity, to save ex- 
pense in assessing and collecting; with great caution 
against corruption by interests seeking ** protection "; 
and they should be mainly on luxuries, so that the poor 
man will not be pajnng taxes on everything he buys. 
\tn Tk D ♦,! T, But don't you want the poor man to 

00/. I he nentai- - .. r • t * ^^ -% •% 

value tax may uiti- have an interest m keeping taxes low ? 
mateiy replace them. />, Yes, but that interest is not kept 
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very wide awake by a vampire-tax: one object of such 
a tax is to keep the interest asleep — ^its ** pinions fan the 
wound it makes." 

T, But if you take away the vampire-taxes, what other 
one that is not even worse, can do the work ? The citi- 
zen seldom has any real estate, and you don't propose 
to substitute income, succession or personal-property 
taxes for even a vampire-tax, do you ? 

F. No: the frying-pan is better than the fire (as I 
believe I've remarked at least once before in these dis- 
cussions). But if he does not own real estate, he pays 
rent, and the rental-value tax will keep him much more 
alive to his political duties than the vampire-taxes can, 
besides being a better tax in every other way. 

T. Until we are educated up to do without them, what 
can we learn from England in using the vampire-taxes ? 

P, She selects a few articles — mainly luxuries on 
which people will readily pay most, and confines the 
excises and duties to them ; and it works very well. 

T, But can you keep the number of duties and ex- 
cises small ? 

P, No: they strongly tend to increase: all interests 
clamor for protection in the tariff; and in every exi- 
gency a finance minister (in a country civilized enough 
to have one : we are not) tends to clap on a new excise. 
One can't read far into the subject without meeting the 
Dutchman's thirty taxes in a plate of soup. 

T, But hasn't there been an improvement since his 
day ? 

P, Yes, in countries like England where legislators 
are generally chosen from the educated classes, and 
have read the world's experience. 

T. In the tariff, how about possible home products 
versus necessarily foreign ? 

P, Except in young countries, or in tariff wars, the 
articles taxed should be incapable of production at 
home : this prevents a number of interests from corrupt- 
ing legislation and trading ** protection " with each other. 
668. fnqulsltlon- T. In Spite of your proposing to tolerate 

tixM Intolerable, indirect taxes because the weaknesses of 
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human nature make them necessary, what have been the 
results of ** Protection " ? 

P, Tariff-taxes and excise-taxes, have not only the 
faults of the vampire-taxes, but those of the inquisition- 
taxes too, and when duties become ** protective," they 
become oppressive in the bargain. Protection is the 
very worst form of taxation. 

T. How about income, inheritance and personal- 
property taxes ? 

P. They are thoroughly inquisitorial, corrupting and 
impracticable, yield little, cost much to collect, and so 
should never be used except in dire necessity, if then. 
At the same time, they are better than protective taxes. 

669. The remote T, Well, after making all our concessions 
'<^eal. to the hard facts of human nature, let us 
seek a little glimpse of the ideal — of what may ultimately 
come, as human nature improves. What taxes have we 
seen that Evolution seems to tend to establish to the ex- 
clusion of others ? 

P, Taxes on the land, including those on Franchises. 

T, If land should be taxed more than other things, 
would the tax be paid from the rent of the land, or from 
the wages of the labor upon it and the profits of man- 
aging the labor ? 

P. From the rent, of course; the wages of labor must 
be kept up to the market rate, or it would not go on the 
land. So must the profits of Ability : for the same reason. 

T. But suppose the tax were so heavy as to eat into 
wages and profits ? 

P. Then the land would be abandoned unless the 
taxes were lowered. 

T, The taxes, then, must, in the long run, come out 
of the rent. Now what have we seen that the rent 
comes from ? 

670. Nature ^' From the bounty of Nature. Rent 
pays some taxes, comes only from sufficient fertility, or 
special fitness for other use, to give a return above 
wages and profits. 

T. What then, in the very last resort, pays the tax 
on land ? 
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F. The bounty of Nature. 

T. Now what pays a franchise-tax ? 

P. Something mightily like the same thing. As we 
have already seen, the value of a franchise is in its 
real estate; and anyhow, whatever an enterprise pays 
in the long run, above wages and ordinary profits, must 
come from some unusual advantage that is enough of 
a monopoly to prevent Ability rushing in to compete 
for the profits. 

T. Does anybody consciously create those monopo- 
listic profits of an ordinary franchise ? 

P. No: as we have seen, the profits of a railway or 
water company, for instance, constantly tend to in- 
crease, long after wages and ordinary business profits 
are paid, by the mere clustering of people who simply 
mind their own business, without paying the franchises 
in question any attention but that of use. As intimated 
before, so far as any human effort is concerned, the ex- 
cessive profits of such franchises are as much a bounty 
of Nature, as the rent of land is. 

T. Well, now you have shown that, so far, the evo- 
lution of taxation seems to have been toward restrict- 
ing it to land and franchises, and that such taxes are 
paid by the bounty of Nature. But could enough be 
got from these sources ? 

671. and can pay ^- I^'s pretty hard to tell from what 

ali- Other sources many taxes ultimately come 

now; only we get them in such devious ways that the 
friction and labor of getting them are a frightful burden. 

T. What does all this suggest in regard to the future 
of taxation ? 

P, It certainly opens up a bright vision. If taxes 
enough for all needs could thus be paid from the bounty 
of Nature (and there seems reason to think they could), 
we would be rid of the nuisances of custom-houses ; of 
the injustices, business uncertainties and unutterable 
corruptions of the Protective System; of the duplica- 
tions, petty annoyances, restraints and impediments to 
business in all excise and stamp taxes; of the perjury 
invited by all personal, succession and income taxes; 
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of the obstacles to development of the country in all 
taxes on buildings and improvements ; of the aid to the 
niggard's saving, and the obstruction to elegant living 
and generous hospitality, involved even in so good a 
tax as that on rental value; and of the army of place- 
holders necessary to collect all these taxes. 

T. But how would that affect the very respectable 
body of people known as landholders, of whom the late 
George Washington is considered an excellent example ? 
672. No hardship to ^- The land-taxes wotdd come out of 
landowners. that portion of the bounty of Nature which 

has been corralled in the pockets of these good people; 
but as already shown (618-19), taking taxes from it, 
instead of from personal property, would not make 
nearly all the difference to those people that it seems to 
at first sight, and it looks as if the proceeding would be 
vastly to the advantage of the community in general. 

T, Is there anything else in the possible new system 
to keep down the burden on the landowner ? 

P, The vast increase of the tax-return that could 
properly be had from the franchises. Considering that, 
and the vampire and inquisition taxes which owners of 
ordinary real estate already pay, it is probable that the 
ideal system would actually reduce their present bur- 
dens. 

T, At all events, how do they seem to feel about it ? 

P, As already said: many of them, including the 
most intelligent portion, seem ready to have all taxa- 
tion derived from their real estate. They want the 
direct tax on personal property removed, they are gen- 
erally opposed to income and succession taxes, and not 
a few of them are opposed to tariff and excise taxes. 

fl73. A rti tl '^' ^^ ^^ ^ matter of fact, doesn't each 

tax put on a piece of real estate, lessen its 
selling value ? 

P, Yes: the tax is amortized, as they call it — dead- 
ened — ^into the value of the real estate. A tax of $5 a 
year, for instance, would amortize the value of the es- 
tate about a hundred dollars, as it is 5 i)er cent, income 
from a hundred dollars. 
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T. Well, you say that real estate in the settled por- 
tions of the country is paying a larger and larger share 
of the taxes all the time. Then isn't its tax-burden 
pretty much amortized already ? 

P, It must be in many places, and yet the value of 
real estate seems to advance, on the whole, faster than 
amortization has pulled it down — and especially in the 
very places where it pays the largest share of the taxes. 

T. Does it look as if this process were to go farther ? 

P, Yes : people, as they get wiser, are going to throw 
off more and more the stupid taxes, and real estate 
will have to bear more and more, except as franchises 
relieve it. 

T, But will real estate become valueless in conse- 
quence ? 

P. It certainly has not, so far ; and as everything that 
benefits the community benefits real estate, it seems prob- 
able that the removal of the stupid taxes will benefit real 
estate even more, perhaps, than wise taxes will harm it. 

T. What would be the effect of the proposed system 
on the poor man ? 

674. A boon to ^- Instead of paying, as now, indirect 
the poor. taxes on nearly everything he uses, he 
would simply have to pay no taxes at all, except as the 
real-estate tax should distribute itself as far as him. 

T, What would be the effect on his wages ? 

P, Business being relieved of tariffs, excises, stamps, 
and taxes on plant and goods, would flourish better; 
the demand for labor would consequently be better: 
so work would be steadier and wages higher. 

T, But haven't you realized that a sole dependence 
on real-estate and franchise taxes is open to one very 
serious objection that you raised against indirect taxes ? 

675. How to In- -^- Yes : unless a man owned land or 
elude all citizens, shares in a franchise corporation, his stake 
in economical government would seem to him even less 
than under a system of purely indirect taxation. Under 
that, he may not know he is taxed; but under our new 
ideal system, he wouldn't be taxed at all, except so far 
as real-estate taxes may be diffused. 
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T, Well, what would best be done about it ? 

P, Encourage each man to own at least his home, 
meanwhile bring in the best of the other taxes we have 
examined — the rental- value tax, make every voter pay a 
tax according to his rate of living, whether he lives in a 
palace or an attic — ^make him realize that he has a stake 
in the government, if it is but a dollar a year. 

T, There are numbers of sovereign American citi- 
zens whose vote counts as much as anybody's, who 
never have as much at a time as a dollar to pay a tax 
with. What are you going to do about them ? 

P, Well, perhaps it*s time to have their vote stop 
** counting as much as anybody's " — ^to have them stop 
disposing of other people's money : the frightful wastes 
and stupidities in our taxation are largely due to their 
votes. 

676. Causes of T, Now more specifically, what delays 

^'eiay. the adoption of a system of taxation prom- 

ising so much good all around ? 

677 (ah Ignorance P- Ignorauce and stupidity, which de- 
and 8eif-aeehing, j^y most good thiugs. Moreover, the 
system doesn't promise much immediate good to the 
owners of franchises, and they own most of the legis- 
latures. 

T, But what delays the single land-tax ? 

P. Landowners would favor it still more, of course, 
if they were sure of liberal franchise-taxes to lessen 
their own. But many landowners, especially the farm- 
ers, will obstruct it anyhow, until they understand it 
better. 

T, Is there nobody else to oppose it ? 

P, Yes, a stronger and better organized and more 
interested element than the farmers or, perhaps, the 
franchise-owners. I mean the manufacturers. They 
spend enormous sums in keeping up the so-called pro- 
tective system. 

T, But isn't there even a firmer obstacle than that to 
the national government taxing land ? 
m fb). In the u. 8. P- Yes : as we saw (583), the National 
Constitution, Constitution opposes it, and it's probably 
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harder to amend our Constitution (Art. V.) than even 
to get rid of the Protective system. 

T. Then are we tied forever to the protective system ? 

P, Well, constitutional amendments are possible, 
with the growth of wisdom, and sometimes in spite of 
it. Moreover, a tariff system is not necessarily a so- 
called ** protective " one, as Great Britain has shown, 
the it's very hard to prevent its becoming so. 

T, Now we have merely touched the outlines of the 
complicated questions of taxation; the discussion of 
them has run into volumes and even libraries. How 
then, would you expect them to be handled by the unlet- 
tered men who compose the majority of our legislatures ? 

P, Just as they have been handled in the United 
States — with less wisdom and more corruption than 
under any government in Christendom. 

T, What can be our remedy ? 

P, To increase the respect for knowledge and the 
scorn of corruption, and to get legislatures in the way 
of leaving questions of taxation to expert and faithful 
men, even if they have to refer the questions, as they 
even now are sometimes wise enough to, to commis- 
sions chosen outside of their own members. 
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